. o

Busihess~type Activities Govefnmentai
R Activities -
- University of ‘Unemployment e Internal
Wisconsin <. insurance Nonmajor - - Service
System Reserve Enterprise . Totals Funds
(L2171 $ (369,186) & 103,927 § (1,403,484} - 0268
120,122 . 10,661 130,831 23437
: . - - 580 -
- 2,081 76 2,003 -
. (75.6809) {29,378) {216,790} -
- ; YT 74202 S
(12.857) - 1,518 {11,141} - 13,28M)
9,919 {18,283) L {9.702) 224,649 285
- (82 - AR3ETT {23,821} . LIRO1ET
- - . - ) C{154)
. 284 (2,230) 1,948} L (192)
{1,058 - C(206) (1;354) : 2,114
{2,138) A . (8,894} 11,072) 2,678
130" 1700 2106 5
{2.840) - - (2,767) -
(5,817) 3,315 19,174) {28,378) {7,490}
7,478 - .. 89T 8,214 . 4TS
S (528} o . {12,145) {12,778} {6,274}
- - R | 19 R
- 2,452 36 2533 A{78)
: - ©oc 1,357 4,357 e
{11,581) 25837 15,120 R0
. ol - B (234} L
i - 13,757 - 82,931 5443
101,411 T {BBE1T) 149,128} 241.345 az:143°
©(1,020:800) (455:803) & 54,790 5 (1,162,138} 41,399
20855 -3 1222 § 3,287 34
(385) . {108) 431 L.
- . 1,813 1813 -
8,648 - 9,523 57,756 -
12,320 - 1 12,331 2



State of Wisconsin
Statement of Fiduciary Net Assets

June 30, 2003
(In Thousands)
‘Pension
and Other Private-
Employee - Investment Purpose R
Benefit Trust : Trust Trust : -.Agency
Assels .
Cashand CashEquivalents =~ § 544307 § 2855980 $ 11626 $ 85410
Securities Lending Collateral - 3,209,471 B - - -
i Prepasd tems - T 8,018 - 6 ' -
Rece;vabtes {net of estimated
unmﬂecﬂb{e aecountsj R
' Prsor Service Contnbutlons Recewai}ie © . 1,850,802 - - ) -
Benefits Overpayment Recewable L2387 - - -
- Duefrom OtherFunds -~ 32819 . - 932
‘Interfund Receivables .~ 78704 703,075 - .-
Dué from Other Governments S TT08,144 Co- - oo
Interest and Dividends Recewable AT 408 ] - “ -
investment Sales Recewable I - X LT - - -
Other Reca;vabies R 2 {2,448) 1,142 259 1,842
Total Recewables_ R 2,130,122 704,217 259 . 2,775
Investments: T :
. Fixedincome .. - . 14,489,301 - - _ -
© Blocks SR "+ 135,666,207 ' - - -
Limited Partnershaps R CR,893,113 - - -
Mortgages - DRI - 728,725 ) - - -
Real Estate . _ 436,628 ' « - -
tnvestments of Prwate Purpose Funds LR . - 866,488 . -
Investments of Agency Funds L B e e Lio o 797
" Multi-asset Investments S ... -roi14st882 - . o e
- Totalinvestments - - . e BBAB3BEE- .o . B664BY - - 79T
Capital Assets. . .-+ - - 83 : . - ' -
Other Assels _ _ - 15,589 278,789
Total Assets - 61,356,636 3,560,197 893,969 § 367,771
Liabilities i |
Accounts Payahle and Other Accrued Liabilities 36,504 - 50 $ 73,959
Securities Lending Collaterat Liability 3,208,471 - - -
Annuities Payabla 181,884 - - -
Advance Contributions 308 - - -
Dus to Other Funds 28,150 18 26 4 855
Interfund Payables 78,754 - - -
Due to Other Governments 22,158 - - -
Tax and Other Deposits 7% " - 288,858
Investment Payable 242,402 - - -
Deferred Revenue 2234 - - .
Compensated Absences Payable 1,309,888 - - -
Yoil Lisbiities . AR 875 - Ty 8 8§ 367771
Net Assets
Held in Trust for Pension Bensfits,
Pool Participants and Other Purposes 5 56244962 § 3,560,178 3 893,884

The notes to the financial statements are an integral part of this statement.
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" State of Wisconsin -

_ Statement of Changes in Flducmry Net Assets
' _i_Fﬁr_ the Fiscal Year Ended June 3¢, 2003

{in Thausandsj

Pension

and Other : T Private.. -
Employee investment Purpose
B Benefit Trust Trust . - Trust
. “Additions '
- Contributions: _ .
- -Employer Contributions 482,520 % - -
: “Employee Contributions 713,954 . -
" Total Contributions 1,196,473 . -
- Deposits - 11,689,250 | 395,872
. Investment Income: _ '
-0 . Net Appraciation (Depreciation) in _ .
i Fair Value of Inv&szmeﬂts 1,002,551 - -
U Interest : 683,251 - -
1 Dividends : 276,396 - -
- Securities Len{img lncome 41,984 - -
o Other 98,468 - -
- lwestment Income of Investment,

. Private Purpose, and Other i }
Empl uyee IBﬂnet“ 2 '!’msi Funcis 40,739 58,915 48,930
'-_'”."LESS R A N S

Investment Expense (156,202} {1,847% (4,422)
* Securities Lending Rebates and Fees (33,039) - -
~ Investment income Distributed to '
- Other Funds {39,717} - e
B .Net Investment Income 1,914,430 57,074 44 568
3 lnterest on Prior Semce Receivable ' . :’5'27;97_.2'. - R
: jZMlscetlaneous mcome : I
© Escheat Additions S - 28,184
Other ) 1,399 - -
Totai Misce?laneous Income 1,399 - 28,184
 Total Additions 3,240,275 11,656,324 468,664
_ Deductions o "
- Bensfits and Refunds:
. Retirement, Disability, and Beneficiary 2,671,699 - “
Separations 37,898 - -
Total Benefits and Refunds 2,709,558 - -
. Distributions 78,454 11,925,183 35,109
'i;_isurance Premiums 199,213 - -
*Urnusual Write-off of Receivable (33) - -
Administrative Expense 23618 214 2,581
" Transfers Out - - 16,008
 Total Deductions 3,010,850 11,925,394 53699
Net Increase (Decrease) 229,425 (269,070) 414,964
Net Assets - Beginning of Year 56,015,537 3,820,248 478,918
Nat Assets - End of Year 56,244962 § 3,560,178 &% : -833.38_4

The notes to the financial statements are an integral part of this statement.
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State of Wisconsin

Notes Ta The Fmancza¥ Statements

NOTE 1. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

A. Basis of Pi’esentatidn

The at:campaﬂymg general purposé financial statements have
"been preparea{ i wnfnzmnty with generaily accepted accounting
principles {GAAP) for governments as prescribed by the
Governmental Accouﬁting Standards Board (GASB).

B. Financial Reporti-nlg'Entity

-For GAAP purposes the :State of W;sconsm inchides all funds,

: elected offi ices, departments and agencxes of the State, as well as
boards, cammtssmns authorities and unavar‘sl&es The State has
_also consadered all polential | camponent Units™ for which | is
ﬁnanmaliy accountable, and other orgarizations for wmch the
‘nature and sagmﬂcance of their relationship with the Stale are
such that exclusion would cause the States financial statements
to be mlsleading or mcompieie

"The deéisicn o include a potential component unit in the State's

-reportmg eﬁtxf:y is baseé on the ‘criteria .set: forth - m SGASE .

‘Statement No. 14, The Fmanc:a! Rsporfmg Entity, whach include
the ability fo appoint a v{mng majority of an Grganazatloﬂs

; govemmg body ard {1} the ability of the State to smpose #swilton -

_'that erganszatson ‘or {2y the, patentaat “for the erganlzatlcm fo
_prowde s_;;ec;f“ ¢ financial benefits to, or impose spemﬁg financial
hurdens on, the Siate.

Based upon the applrcazton of the criteria contained in GASB
Statement No. 14, the Wisconsin Public Broadcasting Foundation,
Inc. is reported as a blended component unit; and the Wisconsin
Housing and Economic Development Authority, the Wisconsin
Health Care Liability insurance Plan, the University of Wisconsin
Hospitals and Clinics Authority, and the Badger Tobacco Asset
Secwritization Corporation are presented as discrete component
units, as discussed below.

Complete financial statements of the individual component units’

that issue separate statements can be obtained from their
respective administrative offives:
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Wisconsin Public Broadcasting Foundation Inc.
Wisconsin Educational Communications Board
3319 West Beitline Highway
Madison, Wi 53702

Wisconsin Housing amf Ec_ono_mic’ De\;_eiop}ment Autthority
201 West Washington Avenue, Suite 700
Madison, Wi 53702

Wisconsin Health Care Liability insurance Plan
Office of the Commassmﬂer of Insurance

125 South Webster Streei

Madison, wi 53702

University of Wisconsin _Roépiiais and Clinics Authority
835 Science Drive, Room 310
Madison, Wi 53711

Badger Tobacco Asset Securitization Corporation
10 East Doty Street, Suite 800

" Madison, W1 53703
 Biended Component Units

Blér}ded component i.mi’és are entities tﬁét are Jegally. separate

from: ihe State, but are so mterthned w;th the State that they are,
in substance, the same as the State. The blended ‘component
unit serves or benefits the primary govemment. They are
reported as part of the State and bler;deci into the appmpnate
ﬂ;nds

Wisconsin Public Broadcasting Foundation, Ine. - The Wisconsin
Public*Broadcasting Foundation, Inc. (Foundation), created in
1983 by the Wisconsin Legislature, s a private, nonstock,
nonprofit Wisconsin Corporation, wholly owned by the Wisconsin
Educational Communications Board (ECB) a unit of the State.
The Foundation soiicits funds in the name ef and with the
approval of, the ECB.  The Foundation's flinds are managed by a
five-member board of trustees consisting of the executive director
of the ECB and four members of the ECB board. In addition to
accountabiiity for fiscal matters, the State has the ability to
significanily inﬂuémie 'oper'at_ions ‘of the Foundation through

legistation. The Foundation is reporﬁéd 85 a special revenue fund.



: 'ﬁ_iscrete Component Units

" These component units are entites which are legally separate
~from the State, but are financially-accountable to-the State, or
whose relationship with the State ds-such that exclusion would
'_--_t;ai;sé the - State's -financial - statements 1o be misteading. .or
_"'im_:omplete. -‘The -.component-unils - are reported .in a -seiaarate
- column and in separate rows in the government-wide statements
~to -emphasize that they are legally separate. One of the
‘component units reports on a fiscal year ended December 31,
" _‘while another reports on a fiscal year ended May 31.

s VWs'sqnsfn Hoysing and Economic Devsiopment Authority - The
. Wisconsin Housing  and Economic . Development Amhority
' : (Authonty) was established by the W;soansm Leglslature in 1972

o help meet the housing needs of Wisconsin's low and. moderate
income citizens. The State has significantly expandsd the scope
of services of the Authority by adding programs that include
g _'_ﬁ_nancing for farmers and for economic development - projects.
" While the Authority receives no State tax dollars for its bend-
-wsupported ‘programs -and the State is-not-Table on bonds the

-Authority issues, the State has the-ability to significantly influence
operations of the Authority through :legislation. = The State
N appcmts the: Authonty‘s Board and has the abiilty toimpase its will

" Wisconsin Health Care Liability Insurance Plan - The Wiscansin
“:Health Care Liability Insurance Plan (Plan) was established by
ﬁ_';rmé of the Commissioner of Insurance of the State of Wisconsin
-t provide heaith care liability insurance and fiability . coverage
_ré'ormaﬁy incidental o health care liability insurance o eligible
" Tiealth care providers in the State. Eight out of 13 members of the
- Board of Directors are appointed by the Governor, and the State
“has the ability to impose its will upon the Plan. The Plan reports
on a fiscal year ended December 31.

“Adniversity of Wisconsin Hospitals and. Clinics Authority — The
'-Unsversﬁy of Wisconsin Hospitals and Clinics Authority. (Hospital)
“ig a not-for-profit academic medical center, The Hospital operates
an acule-care hospital with approximately 480 available beds,
numerous  speciafty clinies, and seven ambutatory faciiities
providing comprehensive health care {o patienis, education
programs, research and community service fo residents of
~gouthern Wisconsin. -Prior-fo-June- 1998, the-Hospital was a unit
~of-the University of Wisconsin-Madison, - in-June 1986, in
accordance with legislation enacted by the State Legislature, the
Hospital was restructured as a Public Authority, & public body
corporate and poliic created by State siatutes. The Siate
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appoints a majority of the Hospital's Board of Directors and a
financial benefitburden relalionship exisis between the Haspliai
and the State.

The legistation that created the Hospital Authority also provided,
among.other things, for the Board of Regents of the University of
Wisconsin - System to axecuté . varlous . agreements with - the
Hospital.. These agreements include an Affiliation Agreement, a
Lease Agreement, a Conveyance Agreement and a Contractuat
Services Agreement and Operating and Service Agreement, .

The .Afﬁliétion.Agreement requires. fhe Hospital fo continue io
support the educational, research and clinical activities of the
University of Wisconsin-Madison, which are administered by the
Hos;aitat “Under the terms of a'Lease'Agrearéent the Hospitat .
leases facilities, which were ﬂccupaeti by the Hospital as of Jupe
29, 1996 (see Note 12A to the ‘financial statemenis). Under a
Conveyance Agresment, .certain assets and liabiiities related to
the - Hospital - were identified and transferred to the Hospital
effective "July 1, 1996. - Subject fo the Confractual Services
Agreement and Operafing and Service ‘Agreement between the
Board ‘of Regehts and the Hospital, the two parties have antéred
info contracts for the continuation of services in suppart of
programs and opﬂrat;ons

Badger'_?’abac'co Asset _Seg:w_'x'ﬁzat;’_on ‘Corporation (BTASC) = A’
nonstock public corporate entity created under Chapter 184 of the
Wisconsin Statutes was created for the purpose of making'a one-
time purchase of Tobacco Settlement Revenues (TSRs) from the
State. in - May 2002, the BTASC issued bonds necesséry'-tq
provide sufficient funds for carrying out its purpose. BTASC
bears all risk for collection of TSRs to repay bonds. Bonds issued
by the BTASC are the sole obligation of the BTASC. The State'is .
not liable for any debt issued by the BTASC nor is the debt
dependent upon any dedicated stream of revenue generated by
the State. Directors of the corporation are appeinted by the
Secretary of Administration for staggered three-yesr ferms. Once
appointed, directors can only be removed for cause. At least.one
of the directors must be determined fo be “independent” for
federal bankruptey law purposes. The State appoints the BTASC
board and has the abilify to impose its wilf on the BTASC.

Pursuant to a Purchase and Sale  Agreement with the State,

- BTASC acquired all of the State's future right, title; and interest in

the TSRs under the Master Seftiement Agreement and-the
Caonsent - Decree and Final Judgment (MSA). The MSA was
entered info on November 23, 1998, among the attorneys general
of 46 stales, the District of Columbia, the Commonwesalth of
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Puerto Rico, Guam, the U.S. Virgin Islands, American Samoa and
the Commonwsalth of the Northern Mariana Islands {the "Settling
States”} and the  four largest United .States (tobacco
manufacturers, This seftlement, among other things, released the

participating manufacturers . from. past and _present smoking- . .

related ciaims by the Settimg S&aies and provides for a continuing
‘release ‘of future smoking-related | ‘claims in exchange for certain
paymenis o be ‘made ‘to ‘the Sseitimg States as well as certam
tobacco advert;ssng and marke{mg rastrsctzons :

Dunng the ﬁsca year'gnded June 30, 2602 consxderaison paid by

“BTASC to' fhe State for TSRs: caﬁsxsted ‘of $1.3 billion and- a
“residual certlﬂcaie aswgneé to"the ~State. U;}Oﬂ distharge: of
BTASC's ebhgatlons ‘yrider its May 41,2002 “bond “indenture, all
subsequent TSRs are pwned by the State of Wisconsin pursuant
fo the resnduai ceriifi cate : : v : :

Campor:ent Units Not Repcrtect in the Fmanciai Statements

-Sfaie Fair Park Exposmon Center, fne. - tn October 2000 The
- State Fair F‘aﬂ( Exposition ; Cer;ter, Inc, (SFPEC) was organized,
“hy the State of Wisconsin, State Fair Park, as-a nonstock nut-for-
- profit “corporation . under the - Intemal Revenue Code B01(c)(3).
- Authorization for the SFPEC’s ‘organization ‘s found . under
- Chapter 42, Wis. Stals. - The SFPEC has.broad general'powers
that:include ‘approving the sale,: iease,”er purchase of any real
estate :and ‘obtaining fi nancmg through loans. or-other-methods.
- The ‘board ‘'of the SFREC: m{:li.ldes the chairperscﬂ of the Btate
~Fair-Park Board, ané three members ap;)oxnted by the SFPEC 3
Bcard : el

i AGgu'st 2001; the State Fair Park entered into ‘an agreement
with the SFPEC 1o lease 7.52 acres on the State Fair grounds for
construction of an-exposition center. -Financing for the exposition

-center was oObtained by the SFPEC through a loan. agreement
with the ity of West ‘Allis, Wisconsin, which secured funding
through issuance of $44.9 miflion ‘in Er;dt_ist_riat revenue bonds.
The bonds were issued under an inéenmre of frust between the
City of Wast Allis am’i a commerc:al lending institution. To secure
the bonds, the SFPEC obtained a letter of credit from the
commercial lending institution that is intended to repay the loan to
the City of West Adlis in the event that the debt service paymenis
. under the loan agreement are not paid. . The exposition. center
was substantiafly mmpieted and placed in service as of Al.zgust 1,
2002, oo

The SFPEC follows the financial reporting recommergdations of
the Financial Accounting Standards Board (FASB), Statement of
Financial -Accounting . Standards - (SFASY No. 117, Fhhancial

- Staternents of Notfor-Profit-Organizations. -As-of December 31,

2002, fotal assets of the SFPEC wers $48.4 million consisting
primarily of $37.8 miflion of capital assets and $10.0 million .of
cash. and cash equivalents, ‘while Habilities. consisted. primarily
$40.8 million of industrial revenue bonds payable. - Unrestricted
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net assets at calendar year-end were $2.5 million. Operating
revenues and expenses for the year ended were $3.1 million and
$4.1 miflion, respectively. Other income {expenses} of $3.0
million consisted of $4.1 million of bond refinancing income and
$1.1 million of interest expense.

The SFPEC is considered a compenent unit of ‘the Btate ‘Fair
Park, an enterprise fund, because, although legally separate, the
organizations ‘are-s¢intertwined that they are, in substance, the
same: Under the provisions of GASE Statement No. 14, the
SFPEC is - presented “with “the separately : issued . financial
mformaneﬁ of ithe State. ‘Fair- Park.  However,: the SFPEC‘

financial mformataon is not reparted within the State’s Fxsca! Year
2003 GAFR ‘because the financial information was not available
on a timely basis. Exclusion of the SFPEC does ‘not have a
material effect on the State’s financial condition.

The separateiy 1ssued fnancxai report of the SFPEC can be
re{}uesteé fmm : : o

S_tate_ '_Fair_ Park Exposition Center, Inc.
8200'West Greenfield Avenue
West Allis, Wi 53214—0307

Reiated Orgamzatloas

These related: mrganizataﬁns are excluded from the reporting entity

“petause: sm ‘State's accountability does: not ‘pxtend -beyond
-.--appomhng a'voting raajority of the organization's board members,
~Firancial

“glatements - are - avaﬁabie “fram the respective
ergamzatlons ' : SRR
'Wsconsin Heaith and Educational Faciliies Authority - & public
body ~politic and c'orp'orate ‘that provides financing for capital
expenéﬁures and refinancing of indebtedness for Wisconsin
heafth care and educational institutions. :

‘Bradley Center Sports and 'Enterfainment Corporation - a public
‘hody.politic and corporate that operates the Bradley Center.

World Dairy Center Authority - an authority created to establish a
center for the development of dairying in the United States and
the world; to analyze worldwide trands in the dairy industry and
recommend actions to'be taken by the State; promote dairy cattle,
technology, products and services; and deveiop new markels for
dasw and daary-relazed grodacts

Wisconsin  Advanced - Telscommurications ~ Foundafion -
organized as a nonstock corporation, administers an endowment

fnd ot support T advanced telecommunications - technology

application projects and efforts to educate telecommunications
users about advanced services.
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. C Government-wide and Fund F;nancnal
' Sta%ements

. ':Tf_t_;_e --_gpvemmentvwfde “financial statements consist - of . the
" Statement of Net Assets and the ‘Statement of Activities. These
statements report information on all of the nonfiduciary activities
“iof the * primary - govemment - and’‘its’ component . linits,

: GoveMmenEai activities, which are generally financed : though
: _t_ézxes, intergovernmental - revenues . and - other -nonexchange

- revenues am" reported separately from business-type activities,
- iihich are generally: frrzanced by fees charged fo external parties
f-=f{ar ‘goods . and. services.. “The fccus of the . guvemment»mde
*statements is the ;primary government... A separate ‘colimmn is
L presented for all discretely presented csmpcment units,

. The fund financial statements provide detailed information on all
govemmenia pmpr;atary and fiduciary. funds Separate ‘columns
© e preseﬁted for alb ma;or govemmental and enterpﬂse funds,
o Nonma;nr gnverﬁmeniai ané enterpnse funds’ are-aggregated and
: '; presentaé asa sang%e column on the: raspectwe govemmemai ar
'-_pmpneiary staiements Internal servme funds are exempt from
__"'the ‘major fund reporting requlrements am} are aggregated and

K ummaiety reported as a:single column onthe pmpr:etary
-statement. Fiduciary funds’ are - also -exempt from- major fund
reporting and are aggregated by fund fype and ultimately reported
a5 smg e columns on the fsciuczary statements

: -'_D Measurement Focus, Basns of Accounfmg,
..arzd Fmanctal Statement Presentatmn

. f pmprieiary and f:ducrazy fund staiements are re;}crted using the
- ‘gonomic resources measurement focus. and the acorual basis of
”aecnuntmg, © With ‘this ‘measurement focus, - all -asssts  and
.'-'_tié_abiiities associated with the: operation of these funds . are
-iaﬁdadeé on the -balance éheé_t. "Under the accrual  basis,
. r_é\_f_enues are recorded when earned and expenses are recorded
“when the refated liability Is incurred. '

in réporﬁng the financial activity of its propriefary funds, except for
the State Life Insurance Fund, the Stale applies all appiicable
GASBE prorouncements as well as the following pronouncements
‘issued on or before November -30, 1989, unless ‘these
‘pronouncements - conflict with - or  contradict -+ GASB
“pronouncements: Financial Accounting Standards Board (FASB)
“Statemnents and interpretations, -Accounting Principles Board
Opinions, and Accounting Research Bulleting of the Commiltes
on -Accounting Procedure. - The State Life Insurance Fund is
reported as an insurance -enferprise fund and. accordingly,
applies the provisions of relevant pronsuncements of FASB,
including those issued after Novernber 30, 1989,

-'The govsmmsni~w;de fnaﬁmat s&:aiements ‘a8 weEI & the

The Wisconsin Health Care Liability Insurance Plan (WHCLIP) is
reported as an insurance fund and, in applying GAAF, has
elected fo apply the provisions of relevant pronouncements of
FASB including those issued after November 30, 1888.

in the University of Wisconsin Systeny's enterprise-fund. mv.&nizas
and expenses of an academic term that spans two fiscal years are
recognized in two years based on a proration of summer school

days.

Governmental fund financial staternents are accounted for using
the: current . financial resources - msa-s&re_men? focus. - With- this
measurement facus, only current assets and current fiabilities
generally are included on the balance sheet. Operaimg'
statemenés of these funds present increases (i.e., revenues aﬁé
other fnancmg sources) and decreases {i.., expenditures . and
ether fnar;cmg uses} innet avaz!abie financial resources, .

Gc_v{emxﬁe_ntal f_unds are reporteci on the mcxéiﬁed accrual basis of
‘ageounting. . This basis of accounting  recognizes revenues -
generally ‘when they. become measurable and available to-pay
current’ reporting period liabilities. - For this purpose, the -_Stai:_l:e_" '
considers tax revenues to be available if they are collected within
60 days_'of-the end-of the current fiscal year-end. Otherrevenues -
are considered to be available if received within one year after the
fiscal year-end. Materia! revenue sources susceptible to acorual
include: individual and corporate income taxes, sales faxes, ;aui}ilc
utility taxes moior fuel taxes and federal revenues,

Expendltures and refated ifablhi’les are rec;ogmzed when
-oi}iigatlens ‘are incurred as a resu}t of the receipt of goods and':-
' 'semces However, expeﬂﬁiwms “related. 10 {febt sewace. '
campensated ahsences, and.claims and judgments, are recorded
only when payment is duse.

The State reports the following major funds:
Major Governmental Funds

& General Fund - the primary operating fund of the State,
aceounts for all financial transactions except those required to
be accounted for in another fund.

» Transportation Fund - accounts for the proceeds from: motor
fuel taxes, vehicle registrations, Jlicensing fees, and federal and
local governments which are used to supply and support safe,

-efficient and effective transporiation in Wisconsin.

® Tobacce Seftfement Endowment Fund - accounts for all of the
proceeds from the sale of the Stale’s right to receive payments
under the Attomeys General Master Tobacco Settiement of
November 23, 1998, and afl investment eamings on the
proceeds.
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Major Enterprise Funds

* Patients Compensation Fund — asccounts for the program fo
provide excess medical malpractice insurance for Wisconsin
health care providers. The revenues fo finance this insurance

. are brimar%ly derived from ‘assessments against -health care
-prb\fiders. : o -

* Environmental Improvemsent Fund - accounts for fnanciat
resources generated and used for clean water projects.
~Federal ‘capitalization grants, interest earnings, revenue bond
- proceeds, and general obligation bond proceeds are its primary
EVENLUE SOUrCEs.: et : Co

s Velerans Mortgage Loan Repayment Fund — accounts for the
issuance and administration of veterans’ first morigage loans.
Revenues are primarily derived from bond proceeds, mortgage
payments, and investment income.

» University of Wisconsin System Furt! — accounts for the 13
universities, 13 fwo-year colleges, the University of Wisconsin
-+ Extension and System Administration.

s Unemployment “Insurance  Reserve ~Fund - accounts for
‘unemployment contributions ‘made - by employers, federal
- program - receipts, - benefit payment recoveries and
- unemployment benefits paid to laid off workers in the State.

In addition, the State reports the following fund types:
Go#e}'nméntal Funds = -

* Special Revenue Funds - account for the proceeds of specific
reveniue sources (other than for major capital projects) that are
legally restricted to expenditure for specified purposes.
Examples include the Conservation Fund and the Petrolsum
Inspection Fund.

s Dept Service Funds - account for the accumufation of
. resources for, and the payment of, general long-term debt
principal and interest.

* Capital Projects Funds — account for financial resources to be
usad for the acquisition or construction of major capital facilities
{other than those financed by proprietary funds)

s Permanent Funds - account for resources that are legally
restricted to the extent that only earnings and not principal, may
be used for purposes that support the State’s programs.
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Proprietary Funds

* Enterprise Funds — acoount for the activities for which fees are
charged to exiernal users for goods or services. Examples
include the Lottery Fund and the Veterans Trust Fund. . -

e [nternal Service Funds — account for the operations of Siate
agencies which provide goods or services to other State units
or other governments on a cost-reimbursement basis, These
services include fechnology, fiset management,  financial,
facifities management, and risk management. Adgditional goods
and services are provided by the inmate work ex?eréence
program, Badger State Industries. -

Fiduciary Funds

» Pension {And Other Employee Benefit) Trust Funds - account
for the Wisconsin Retirement System as well. as " other
employee benefit programs including accurnulated. sick leave,
employee reimbursement accounts, fife insurance and deferrad
compensation. S

» [nvestment Trust Funds — account for the local government
investment pool managed by the State Treasurer and the
Milwaukee Retirement System.

® Private-purpose Trust Funds — account for escheated proparty
held by the State. for private -individuals, - State-sponsored
college -savings . programs,  and the special: death . benefit
- program for the former Milwaukee Teacher Retirement fund.

s Agency Funds — account for assets heid by the  State for
inmates and residenis of state facilities, deposits of bank and
insurance companies doing business in the siate, assets of
liguidated insurance companies to insure payments to
claimants, and the collection and dishursement of  court-
ordered support payments.

Amounts reported as program revenues oh the government-wide
financial statements include (8) charges for services — amounts
raeceived from customers or applicants who purchase, use or
directly benefit from the goods, services or privileges provided by
the State; or investment and interest eamnings from various loan
and insurance funds/compenent unifs, (b} -program-specific
operating grants and contributions, and {c} program-specifiic
capital grants and contributions., General revenues consist of
taxes ang all other revenues that do not meet the :definition of
program revenues. Special ifems, if any, are -significant
transachions or evenis within the control of management that are
either anusaatl in'nature or infrequernt in ocourrence.”
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As é-'_gen&rai-'mte;' the “effect .of interfund activity has- been
~eliminated from the -government-wide financial- statements. - This

- includes all intemal service fund acﬁvil“y as well:as, other-internal
* allovations. Exce;}t:ons to this general rule-are certam charges

. 'batwean various funcuons of the government, whﬂse elimination
-would dlstort the d;rer;t costs aﬂé pmgram rever;ues repeﬁ;ad for

Y ihe vaneus functnons concemeé '

"Th_é: :r'evenuesand_ -e’xp_ar%se's -shém on “the ‘proprietary -fund

statements ‘are ‘identified as ‘either operating ‘or nonoperating.
" Operating reveniies and expenses generally result from’providing
: ';-goods and serwces in mnnec&en with: & proprietary fund's pnmary

> mission.

The States enterprtse funds are mvolved ‘in i many

:dwerse felds including ;zatrent care, msurance programs, foan
.pragrarns the University of- Wisconsin System, employee benefit
: ';:ﬂans andg the | ottery “The ;ntemat service funds pmv;da sew;ces

_'_nd gcmds to otﬁer State agem;es am:i departmems

T slgmﬁc:ani portncm c;f operatmg revenues for the pm;}ﬂetary

: ':'fumis are z‘ecerdeé under charges for, gacés and services.-In the

scase of the States msurance arzti taan entergrtse funds
"fmves%meﬂt arzd mterest income’is ‘an- Impeﬁant component of

2 operatmg rever}ue
'_'-Wisconsm include tuition and fees, certam -granis ‘and contracts

: .educaiscnal ac’;wmes and auxﬂlary enterprises,
g .empioyee beneﬁt ptarzs the g}nmary oparating’ reveriue seume is

Operai;ng revenuas ‘of the Umversty of

resuifmg from. exchange iransactaons, and sales and services: of
in regards o the

_ -';:amcupant Bang’ empEoyer contrsbutsans Gperatmg expenses for
":_the pe'opﬂetary fuhds- include: the ‘costs of ‘sales ‘and services,

_::_berxef“ it expénses, admamstratlon expenses ‘and: d&pnematlon on
~capital assets All revenues and expeﬁses not related io a fund s .

e ramary purpose are reported as nonoperaﬁng

) 'Wheﬂ both restricied and unrestﬂcted resources are available for
__'use, itis the States pohcy to use restricted” TesoUrCes fi rst ﬁaen

: _-mxrestncted resnurces a8 ihey are needed

':_.E Assei:s i,;abzittaes and Nat Assetsit—:qwty

' : 1 Cash amf {Zash Equivatents

“‘Cash balances “of most fumis are de;)estted with ‘the Stale
L Treasurer where the avaziabie i}alances beyond immediate needs
:-are pooieci inthe State investment Fund for short-term investment

. purposes.

Balances poaied are restricted to Iegaity stipulated

investments valued consistent with GASB Statement No. 31,
“Accounting and’ Financtal Repamng for Certaify Investments and
for Extemal Investment Pools. Cash balances nct cortrolled by

the State Treasure_r may be invested where permitted by statute.

“Ghash and cash eqdix}éiéh‘isi' reported on the balarice ‘sheet and
"_statemen% of cash flows, ndlude bank accounts, petty cash, cash
intransit, short-term investments with an original maturity of three

months or less such as certificates of deposit, money market

+

certificates and repurchase agreements and individual- funds
shares in the Slate invesiment Fund.

2. Investments -
Primary -vae-mment -
The State may invest in direct obligations of the United States and

Canada, set':uritieg guaranteed by the United States, certificates
of ‘deposit issued’ by banks in the United States and -solvent

“financial - msﬁt&ﬁeﬂs in -the Staie, ‘commercial - paper.and

ncnsecsjred cc:rporate notes and bonds,’ bankers accepiances
pammpataqn.agraements, privately placed ‘bonds and’ morigages,
common -and preferred stock and other securiies approved by
applicabie'sections of the Wisconsin Statutes, bond resolutions,
and - various trust indentures (see Note 5 jo the ﬁnaﬂaaal
ssatements) : : IR

: Generat Iy, mvestmeﬂts of the primary goverr;meni are reported at o
fair value consistent with the pravisions of GASB Statemerzt No. .
S3 Accounrmg and Financial Reporting for -Certain Investments_'. '

and for- Exz‘ernai Investment  Pools. Typically,” falr’ vaiue'
information is determined using quoted_ market prices. However,
when quoted market prices are not available for certain secufities,
fair vah.ses are estimated through techniques such as dlscounted
fuzwe cash ﬂows mainx pncmg anci mum—tiers : o

-'m_e;r'e _a’x_'é' a -ceﬂam' nummber of s‘e‘c‘urities' :;:_amad at cost. Cerfain

rion-public or ¢losely held ‘stack are ‘carried at cost since ‘no

‘independent “quotation is -available to price these securities.

Further, certain investment agreements are repurted on a’cost

'bas;s bacause the ‘State cannot. readtiy {i&termme whether these'_ :

agreemenis meet the “definition of” mterest—eamtr:g mvestment
contracts as defined by GASB Statement No. 31. However, the

impact hh'i_he financial statements is immaterial.

Under Wisconsin' Statutes, the investmient ‘eamnings -of ‘certain .
Permanent Funds _ére assigned to other funds. The following
table shows the funds eaming the investment income and ‘the .
ultimate recipients of that income: ' '

Fund Receiving

Fund Generating y
_Invastment income .

Investment ncome

Agr_icuftﬁré%_ Coﬁégé ] _Umxfers:ty of Wlsmnsm System

Normal Schoof General
Universily {Jnsverssiy of W:smnsm Syssem
Benevolent General
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Oﬂrﬁper;ent {nits

investments of the Wisconsin Housing and Economic
Development Authority {the Authority) are reported. at fair value
based - on quoted market prices. Collaieratized and
uncollateralized investment agreements are not fransferable and
are mnsndereé nonparticipating: contracts As such, both types of
mvestmant agreemems are raported at s;ontfact value

3nvestments af the Umversxty of Wrscc»ns;r; Hospstals and Cl;mcs
Authority - {the -Hospital} .in - equtty securities . with. . readily
detarmmable fair values and all investments.in debt secaznnes -are
reported at fair va!u_e _basec& an-tuoted market prices.

Certain..investments. of - the  Wisconsin. Health Care Liability
nsurance Plan are reporied on a cost basis; howaver, the impact
on the ﬁnan_ci_al st_atements is not matarial. B

Excepi for farward deiwery agreem@nts, mvestments of i‘he
ﬁadger Tobacca Asset Secunttzaisan Corparatlorz are reported at
fair vaEue Forward delivery agreements are securities . with
maturities of one year or Jess and are reported at cost

3 Mort_gage .and _cher. .Lo_ans

Mortoage loans of the Wisconsin Hausing and  Economic
Devel opment Authonty, a component umt are carried at their
unpatci pringipai.balance, less aﬂowance for possibie foan losses.
Loan ongmataon fees ami assuctated costs are deferred and
recogm:#;eti as income: or expenses over the pre;ected i:fe of the
ioaﬂ Sl

_Mb'rt'g'a_g'e foans of. the Veterans Mortgage Loan Repayment
Bonds and the Veterans Trust Fund programs, business-type
activities, are stated. at the outstanding . loan balance with
origination fees and associated costs defen‘eii and recbgnized
aver a fifteen year period using the straight-ine method.

4, Forestation State Tax.

The State levies an annual tax of two-tenths of one mil for each
dollar of the assessad valuation of the proparty in the State, as
described in’ Wis, Stat. Sec. 70.58. This tax is levied for the
purpose of acquiring, preserving and developing the forasts of the
state; for forest crop law and county forest law administration and
aid payments and for the acqu;szt:eﬂ ;;urchase and devel oprnent
of forests. The proceec%s cf the tax are paid fo the Consewatlon
Fund.

This tax, the only propetty tax levied by the State, is levied io
each county on or before the fourth Monday in August of each
year on assessed valugtion as of January 1 of that year. The tax
is due and payable January 31 or on the due dates estabiished
through an instaliment option permitted under Wis. Staf. Sec.
74,12,
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Consistent with the requirements of GASB iniergaretét_i_on No. 5,
Property - Tax - Revenue - Recognilion in Governmerial.. Funds,
collections received July 1 through August 31 that were due but
unpaid at dune 30 are acorued, :

5. 'iaterfund-AssetsiLiabiiit_Ees :

Buring the course of operations, numerous transactions occur
between individual funds for goods provided or services rendered.
The balance sheet classifies these receivables and payables as
*Due from: Other. Funds” or. "Due to Other Funds.”. . ‘Shortderm
interfund pans.-are .classified as “Interfund Recewabies or
“interfund P;,_ayables.

Long-term Interfund loans are classified as "Advances-1o Other
Funds" and "Advances from Other Funds." Advances o Gther
Funds, as reported in the governmental fund fi nancial statements,
are offset with a fund i}alaﬂce reserve to indicate that they are
neither - ava:table for appropnatmn nor expendabie avalEabEe
ftnancnal reseurces

-'Trarisac{ions that_occur between the primary ggVeﬁ_p_mént and

component. units .- are  classified - as - “Due foffrom - Prmary
Government” _and, correspondingly, “Due toffrom Component
Units”, :

Amounts reported in the funds as mterfamai assetslhabmtses are

-eliminated inthe: gavemmentai and busmessmtype columns of the

Statemﬂrst of Net Assels, except for'the net reﬁuduai amount due
between goves‘nmeﬁtal and Ewsmess~type actMtses whnch is
shawn as mtemal balances RN

6. En'\.ren'tories and Pmpaié items

lnventarzes of govemmemai and proprietary funds are vaiued at
cost, which approxsmates market, using the firstdn/iirst-out, last
infirst out, or weighted-average method. The costs of
govemmantal fund-type inventories are recorded as expend;tures
when purchased rather than when consumed.

Inveniories of the University of Wisconsin .System heid by central
stores are valued at average cost, fuels are valued at market, and
other inventories held by individual institutional cost centers are
valued using a variety of cost flow assumptions that, fcr each type
of_;nventory,.ar_e consistently applied from year to year.

Prepaid .items reflect payments for costs applicab_ié to future
accounting periods.

The fund balances. of governmental funds are. reserved for
inventories and prepaid items, except in cases where prepaid
items are offset by deferred revenues, to indicate that these
accounts. do not represent expendable available financial
resources.
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L Capital Assets

-_'Caputal assets whlch inc uée preperty piant eqmpmerst Eand and
: ._-mfrastruciure assets {roads, bridges, and huildings considered an
am:;liary part of roads) are reported in the. applicable
~governmental or businessdype activities columns in the
~government-wide financial statements.. Assets, other than
- infrastructure . and. land _purchased_-for:_ the - construction. .of
infkastru:;ture assels, are capifalized when they have a unit cost of
: '55 000 .or more except-for. a collection of library resources that
st have . a. cumulative valug equal tn or .greater than $50
'-'-m%lhon : : : :

"?amhaseé or constructed cépitaé assels are valued af cost or
. estimated historical cost if actuai historical cost s not practicably
'; .deferminable. Donated capital assets are recorded at their fair
.'_:véiue atthetime recaiveé, o

;"The Siaie has e,iected tc: report mfrastruc%ure assets (raads,
' brzéges and bﬁsldangs cons;defed ‘an ancntlary part of. raads} using
'_the madified approach Urzder this meﬂwd ;nfrasiructure assets
" ate not required to’ be depremated i the State manages ats eligible
: :nfrasirucmre asseis using an asset mar&agement system
. :deSIgned to mamtam and preserve its mfrastrucéure assets at a
~ condition level established and disclosed by the State. Al

infrastructure assets construc’sed prior to Jaiy 1, 2900 have been
| ‘recorded at estimated hasmrzcal cost. The estimated historical
kR cost was determmed by calcuiatmg curreni cost of & snmﬂar asset
“and deﬂat;rzg that cast ihmugh the. Lzse of a pme~andex to the
;_'estfmated average c;onstmcﬂon date Casts wmch exdude nghi
_._éf way, are expressed trs 2000 do la!s and deﬂaieci back to the
:-average construction - date usmg the Federai
) :_' Admmastrat;on 3 compos:te : mdex for federat-aid higinway

k GﬁﬁStl’UCUOﬁ The msts ot mamtenar;ce and preservat:orz that do

not ‘add fo the asset’s capac:ty or eif csency are not cap:talszecf
..' interest mcurred éunng constmctzon is not capntaﬂzed '

. Exhaustxbte capmai assets of t?ze pnmary gcwemment and the
' ;mmpoﬁent units are depreclateci an the strasght ine method over

“the asset's useful ife. Depreciation” expense is recorded in the
government-wide financial statements, as weil as the proprxetary
funds and component units. There is no depreciation recorded
“for land, construction in process, infrastructure and otner capital

“assets defined as inexhaustible (except for construction in

: .pragress reporte::% by the University of Wisconsin System, which is
"-mcludecé in the applicable major’ capltai assets ::aiagcmes)
Generally, estimatad useful lives are as follows:

4- 45'y_ears

' ) :Buiid%ﬁgs and ir;spr;ve%ﬁerzts _ _ _
B-Zyears

. Equipment, machinery and furnishings

Caliections of works of art, historical treasures, and similar assets,
which are on public display, used in furtherance of historical
-education, or involved in advancement of artistic or historical
research, are not capitelized unless these coliections were

ngﬁway L
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already capitalized at June 30, 1889, .- Collections range from
memarabifia-on display in the Wisconsin Veterans Museum, the -
State Historical Society Museumn and other museums to buildings
such as the Villa: Louis Mansion and the Fur Trade Museum
located at the Villa Louis historical site. In addition, works of art.or
histori¢al treasures on display in the various State office buildings,
as well as statues on display outside the State Capitol, also are
not cap:talszed

8. Restricted and Limited Use Assets

F’rc;arsetary Fuad and comgeﬂent uﬂat assels reqwred io be heid
andfor used as specified in bond indentures, bond resoiutapns,
trustee agreements, board resolutions, and donor specéﬁcaﬁohs
have been reported as Restricted and Limiled Use Assets, These
assels are classified into two categories: Cash and Cash
Equivalents, and Investments.

9. Local Assistance Aids -

Muﬂiciiaai and County Shared Revenue Program

Through the Mumc;pa! and County Shared Revenue ngram the
State daﬁmbuﬁes generai revenues collected from general State
tax sources to mumcnpa% and county govemmants 1o be used for
providing local government services, State stalutes require that
payment to !ocal govemments be made during July and
chember '

At Jt'me SG 2003, the State was llabla to varzous iocal
govemments for unpaid sharec% revenue ald To m&asure the_
amount of the program allocable fo the State’s fiscal year, the -
ameunt :5 pmrated over portsons of recsprent local govammerzts
calendar fscal years that are within the $tates fiscal year. The
result is ihat a liability of $519 8 millicn rapresentmg one-half of
the total appropnazed amount is zeported at J;me 30, 2{}93 as Due
To Oth&f Govemments . '

State ?mperty Tax Credit Program _

At June 30, 2003, the State was. fiable to various taxsng
jurisdictions for properly tax credits paid through the State
Property Tax Credit Program. Under the program, payments to
focal taxing jurisdictions provide property tax relief directly to
taxpayers in the form of State credits on' individual property tax
bills. ~ State statutes require that payment to local taxing
jurisdictions be made during July. Although the property tax credit
is calculated on the preperty tax fevy for school purposes, the
States July paymeni is paid to an administering municipality who
treats the payment the same as other tax colleclions and

. digtributes the collections to the various tax levying. jurisdictions

(e.g.. cities; towns; villages; school districts; technicat colleges).
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The school poiﬁon of the property tax credit liability -represents the
—amount-of the-Jduly .payment earned over the -school- distrigls'
previous “fiscal year ended -June 30 Since the entire ‘school
districts' -portion of the July payment occurs’ within the. State's
fiscal year, 100 percent of the July payment relating to- the school
taxang ;unsdlctmns Eevy 15 repcrted as'al labahty at June 30 2003,

The genera gcvemment per%rcn of the property tax: s:re(i;t i:ai:nhty
represents the amount of the July payment prorated over the
portmn of the local govemments caEendar ‘year which is within the
State's fiscal year. " The result as that 50 percent of the July
payment based on the genegral’ govemmeni tax;ng jurisdictions'
-Eevy is repnrted asa izabelsty at June 3() 2003 :

The aggregated St.:-xta ?mperty Tax Cred;t ngram Ilabxtlty of
$353.6 million is reparted in the General Fund as Due {o Other
Govemmenis ' :

*-0“9_5’)! Pmpeﬁ_y Tax Credit Program .

The Loltery Prop'erty Tax:Credit pmvidés’ direct property tax refief
to taxpayers m the f{:rm of State Credits on properﬁy tax bilis
Unéer the pregram owners of pmperty used as a- przmary
resndence receive tax c:recht equa% to the schoot property tax on
& poru:m of the dwelfing’s va ue.

The ‘State pays municipal treasurers for lottery credits who
dlstrxbute the moneys to the various taxing gunsdacttans For
_.c:zed;ts reducmg the ca;enda; year 2003 property iax bdls, the
_Si‘ate made thls paymerzt in March 2003

‘E‘he iottery ‘E‘ax C%’Edtt ngzam :s accounted for in the Loztery
Fund, an enterprsse fund that records revenues and expenses oh
the accrual basis, A pcmen of the Stai:eﬁ March paymerzt
_dzsiﬂbutad 1o the general govemmen: tax:ng jurisdictions apphes
o their fiscal year that ends on December 31 Therefore, part of
the ‘March distribution represents an expenss of the State In
Fiscal Year 2003 while the remammg portmn represeni‘s a
prepa:d itemn. The resuftmg Prapatci iZem reported within the
Lottery Fund totals $26.1 miflion at June 30, 2003.

State Aid for Exempt Computers

The Aid for Exempt Computers compensates local governments
for tax base lost due to the property tax exemption for computers,
software and . related :equipmer;t_ﬂjd p:a'yné_gnis are caloulated
using -a proce_ggizre that -raéui-ts in an aid amaani equal 1o the
amount of taxes that would be paid if the property were taxable.
Payments to tocal gcxfgmm_e_nis are made on the first Monday in
May.

A porfion of the May payment distributed to the 'gene'rai
government taxing jurisdictions, Tax Incremental Districts, and
spacial districts applies o their fiscal period ending December 31,
Therefore, part of the May distribution represents an expense to
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the State in Fiscal Year 2003, while the remajutng ‘portion
represents a prepaid jtem. The resuiling Prepaid fem wilhin the
General Fund totals $20.8 million at June 30,2003,

10. L.ong-4erm Debt Obligations

in the government-wide financial statements, and ptbp:ie?tary fund
types in the fund financial statements, long-term debt is ‘reported
as a iiabitityi Bond premiums and discounts, as well as issuance
costs, are deferred and amortized using the effective interest rate
method on-a prospechve basis beginning in Flscal Year 2002.
Bonds payable are reported net of the applicable bond ;:;remsum
or discount. Bond issuame costs are repcrted as deferreé
cha!ges.'

In the fund financial statements, govemnmental fund types
resogmze bend premiums and discounts, .as -well as ‘bond
1ssuance costs, during the current period, The face amoum of
éebi |ssued is reporteci as ather fi nancmg ‘sources. Premiums
and discounts on debt issuances are reported as other financing
sources and other f ﬁancing uses, respectweiy

Debt ;ssuance costs as well as bond premiums and dzscounts
relatmg m revenue obﬁgatmns of the Environmental Improvemen;
Fund, an enterprise fund, were deferred and are bemg amomzed
usmg trze effective mterest rate methcd

Deht xssuaﬂca costs re!atmg fo general ob xgaﬂcn bonds of the

Vaterans' Mortgaga Loan’ Repayment F;md and the Unwersﬁy of
-Wssconsm System Fund, both enterpnse funds, are amomzed

ratabiy over the life of the obhgat&ons to which they relate. C)n the

'govemment—w;de ﬁnancnal statemefzts bond premaums “and

dtscoants, as weEI as xssuance costS, related to the Transportanm
Revenue chds and the Petroleum Inspection Fee “Obligation
Revenie Bonds {which finance programs in a capstal projects
fund and a spemal revenue funci respectively) are also amortized
ratably over .the life of the obligations to which they relate.
Resuits from the use of this method do not vary matenaily fram
thos_e that would be obtained by use of the effective interest rate
mathod, '

Debt issuance costs, and bond premiums and discounts, of the
Wigconsin Housing and Economic Development Authcﬂty aﬁd the
University of Wisconsin Hospitals and Clinics  Authority, both
component umts, are amortized ratably over the iife of the
obligations to which they relate.

Debt issuance costs, bond premiums and discounts of the Badger
Tobaceo Asset Securitization Cospo;‘aizon a mmpanenz unit, are
capitaiized and amortized over the lives of the related debt’ using
the interest mathod.
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. ‘Compensated Absences

Caﬁssstant with the compensated absences report;ng standards
‘of  GASB Statement No. 16, Accounting for Compensated
Absences, an accrual for certain  salary-related  payments
. associated with annual leave :and ‘an ‘accrual for sick leave is

included in the compensated absences liabifity at year end.
" ‘Annual Leave

i .F@Jii-time employees' annual leave days are credited on January 1

.of each calendar year at a minimum.of 10 days per year, There is
“no requirement to use annual leave. However, unused leave is
_lost unless approval fo carry over the- unused portion’is obtained
- from the empioying agency. Compensatoty time accumulates for
..+ eligible employees for hours worked in excess of férty hours per
- wesk. Each ful-time empioyee is eligible for three and one-haif
- : personal holidays each ca endaf year, prowded the emp{oyee isin
Eh pay ‘status for at least one day in'the year. ffa hutlday GCOUTS on

a ‘Saturday, empioyees receive feave itme propomonai o their
wcrkmg status 1o use at tbe;r d;screnon

' -_Thé State‘s compensated absence iiabitity at June 30 conslsts of
- acoumulated unpaid annual leave, compensatory time, personal
- holiday hours, and Saturday/legal hours earned and vested during
*January through June. The liability is reported in the government-
©wide, propfiatary fund types and fiduciary funds. In the
"--c-:c_a'mpqﬂer}t unis the obligation is reported as & fund liability.

. sick Leévéé"' '

: 'Fultut;me employeees earn sick leave at a rate 'of five hours per pay

perlod Unused sick eave is. accumuiated from year io year
w:thout fimit until termmai;on or retirement. Accumulated sick
Heave is not paid.  However, at employvee refirement the
_éccumuiated sick leave may be converted to pay for the retiree's
‘health insurance premiums. The State accumuiates resources to
-;S_ay for the expected health insurance premiums of retfired
'-_.-émpioyees, That portion of the total health insurance obligation
. for which the State has already accumulated resources is
presented in the Accumulated Sick Leave Fund, a pension and
other employee benefit trust fund.

12, Deferred Revenue

in the government-wide statements and proprietary fund financial

reccgmtlon criteria have been met, but for which revenue
recognition criteria have not been met. Deferred reveriues arise
when resources are received by the State before it has a legal
_.glaim to them, as when grant moneys are received prior to the
incurrence of qualfying expenditures.  In subsequent periods,
whern both revenue recognition criteria are met, or when the Siate
has a legal claim to the resources, the Hability for deferred
revenue is removed and revenue is recognized.  In the

statements defarred revenue represents amounts for which asset |

governmental fund statements. revenues are also deferred for
amounts that are unearned or unavailable.

Deferred revenues of the Un?versity of Wisconsin System consist
of paymenis received but not eamed at June 30, 2003, primarily
for summer session tuition, fuition:and room deposits for the next
fall ferm, advance ticket sales for upcoming intercollegiate athlstic
events, and amounts received from grant and contract sponsors
that have not yet been eamed under the terms of the agreement,

13. Selfdnsurance

"Ceﬁ_séstent with- the requirements of GASE Statement No. 10,

Accounting. .and Financial  Reporting for Risk Financing and
Relafed Insurance Issues, the Siate's risk management activities
are re;:acfrted in an internal service fund, and the claims !labiiltses
assomated wmz that fund are repezfed there;n :

The States palzcy is general}y rzot fo puz‘chase commemal-
insurance for the risk of losses to which it is expased instead,
State managemem believes it is more economical.to- manage its
own risks intermally. The Risk Management Fund, an -internal
service fund, is used to pay for iosses incurred by any_ _Stéjie
agency and.for administrative costs incurred {0 manage a state-
wide risk management program. These losses include damage to
property owned by the agencies, personal injury or ;}mper{y
damage liabiliies incurred by & State officer, agent or empi oyae,

and worker‘s cumpensatmn costs for Btate employees. A dimited

amount of. insurance Is purchased fo limit the exposure 1o
catastrephlc iosses Anﬂuaily, a charge is aliocated to each
agency for s pmpamoﬁate share of the estimated cost
aﬁnbutabte to the program per WIS Stat. Sec. 16. 865(8) '

14, Fund Batance Reserves and Restricted Net AssestFund
Equity

Fund Balance Reserves

Reservations of furdt balances of governmental funds represent
amounts that are not available for appropriation. Examples -of
fund balance reservations include reserves for encumbrances,
inventories and prepaid items.

Restrk_:f_ed Net_Assgtle und Equity

Restricted - Net Assets (presented in the government-wide
statement of net asseis) and Restricted Fund Eguily {presented in
the balance éheet of proprietary funds) are reported when
constraints placed on net assets or fund equity use are efther (1)
externally imposed by creditors (such as through debt covenants,
granlors, contributors, or laws or regulation of other governmens,
or (2'} ithoééd b'y' law fhrough constitutional  provisions.
Unrestricted net assats or fund equity may be used at the State's
discretion but often have limilations on use based on Siste
statutes.
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NOTE 2 BETAILEB RﬁC{D?@CILiATlON OF THE GOVERNMENT-WIDE AND FUND STATEMENTS |

A Ex;slanahon of leferences Between the Balance Sheet - Govemmentai Funds and the Statement of
Net Assets B

strsng the year ended June 30,-2003, the foltow;ng adjustments and reclassifications were necessary to reconciie the information *fmm the
fund-based Balance Sheet— Guvemmental Funds fo'the amounts presented in the governmental section of the Statement of Net-Assets {in
thousands). The differences result pnma_ny from the long-term economic focus of the Statement of Net Assets compared o the current
financial focus of the Balance Sheet - Governmental Funds. s

Total Long-erm internat Reclassifications Total Amount

Governmental . - Assets, Service el amd T for Statement -
Funds. Liabilities (1) - Funds {2 Eliminations (3} of Net Assets
Cash and Gash Equtvalents 3 1,366,920 § - % 35,142 § - S 1,4(}2;3_63
{nvestments” C i CUer 152,290 ¢ : - - - C 2200
Recelvables: L . S ST . . Lo .
Taxes 1,214,155 : - - ) {1,214,155) S
“foansto Loca% Govemmen!‘.s : - 251,418 - o - “{251,418) S
Other Rec:etvab%es DL 205087 . ' 1,848 : ©o - BBY L R,154.230 2362964
Exse frum Ofher. Funds o - S 2Ba0es - . 29,664 {282,028) L.
. Bug from Component Linits . B - - ) CE) R
" dnterfund Recelvables - R IR PR - -] B - - “{486) S e
‘Due from Qiper Governments . R - 4 | - - {656,148) o
Internat Balances ) ’ - - 2,523 4,006 8819
nventories . : o 36,343 - : 4,044 6,102 C e A4S 488
Prepaid ftems - . : Lo 323004 : . - 28477 - : - oL 3494
Advancas o Other Funds - . o . 1,850 - . : . {1,850 R
Other Assets B - R - - - BN - :
Deferred Charges © : S LI 25372 - 810 . - . R6,182
Deps'ecsabie Capital Assets . . . - 1,135,565 284,750 - 1,420,315
Infrastructare - b B I v 8,352,302 - - T U8,352,302
Cthar. Nc}nmpreczablefiapﬁai Asseis i IR A S 2515186 : CRSTTE L S S 2,540,044
”l”a?al Assets R IR T 4461672 5 -0 13034208 % 412,144 § (247.762) § 17,660,352
Lisbifities: o ' R SR
. “Acoounts Payable and Other : e S . o ! L
" Actroed Liablites - . 1 0§ BodA R ' 29285 5 Torent % S 1,630,876
C-Dueto OtherFumds " . S e, T4R E - <. 42388 . (312,138) L e
Due'to-CampbnéntUnjxs i ‘ U a0y N PR 7 (1400) RS
Interfund Payables’ : : TUOB8B80Y ¢ . - - (636,891 R
Due to Other Governments 1,642,480 . 685 B - 1,643,185
Tax Refunds Payabie 1013458 - - - 1,013,459
Tax gt Other Deposits 30,873 - - . CL30.873
Deferred Revenue S B308tE {291,235) : ©oM0435 - 0348712
Interast Payable 37,805 24874 - - 63,880
Advances from Other Furds ) o 4,334 - - (4,334} o
Shirt Term Notes Payable ’ © 543643 - 31,128 - 874,789
Long-term Lisbitities: - ) S S i S
 Shorbterm Portien o N o : 307,309 35,738 59,040 C 402,087
Long-term Portion - 4,739,587 255,388 - 5,004,974
Ganeral Obligation Bonds Payable 100 B - (106} -
Revenue Bonds and Notes Payabie 58,040 - - {58,840} -
Total Liabilities 5764876 © 4781220 414,160 {247,762} . 10,712,584
Fund Balancesiiet Assels (1,303,304} 8,253,078 {2,018} - 6,847,758
Total Lwabxhtxeﬂ and Fund ; " - " — " we—
Balances/Net Assets : 5 L 44B1872 % - 13034268 . § 442,144 & . (247782} § | 17,660,352

F T T I T T e ameiesesrairsres e
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{1)

o

3.

Lang‘tﬁrm asset and liability differences arfse because governmental funds focus only on short-term financing (that is, resources’
that will be avallable to pay for current period expend;tures) In contrast, the Statement of Net Assets has a long-term economic
fccus and reports on aEl c.apﬁai and ﬁnancnaE rESOLICES, '

The adgus»tmem for internal service famcts reflects the rectase,sﬁcaﬂon of thesa funds for the gsvemment~w;de statemani The assets

- and liabiliies of these funds are reported as proprietary activities on the fund statements, but are included as govemmeﬂtal activities .

on the Statement of Net Assets

Various reclassifications are necessary due fo the differing level of detail needed on each of the statements. Eliminations are done

on the Statement of Net Assets to minimize the grossing-up effect on assets and liabilities within the governmental and business-
type activities columns of the pnmary government The net residual amounts due between governmental and business- -type
activities are shown as internal balances.
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B. Explanatxon of Differences Between the Statsament of Revenues, Expenditures, and Changes in Fund
Baiances Governmentai Funds and the Statemnent of Activities. : - :

During the year eﬂéed éune 38 2903 i:he foflowmg ad;ustments and reclassnf ca’uons were necessary to reconcile the mformaﬁen from the
fund-based Statement of Revenues, Expendktlzres, and -Changes in Fund Balances — Governmental Funds fo the amounts presented in the
governmenta section of the Statement of Activities {in thousands).- The differences ‘result-primarily from the fong-term economic focus of the
Statement. of Activities comparad to the cum«znt financial focus-of the Staternent of Revenues, Expenditures, Changes in Fuﬁd Baiance -
Govemmeﬂtai Funds. :

Total Governmental Long-term Revenues Capital-Related
Funds ' and Expenses (1) erns {2} -
Revenues: i : : : ’ ‘ ) o o ’
Taxes _— g 11,270,818 § .
Income Taxes - 15,104 -
. Sales & Excise Taxes - 1,964 -
Publc Utilily Taxes - - -
Other Taxes - - {380) -
Meotor Fuel [Transporiation} Taxes - {634) "
Orher Dedicated Taxes - (88) »
intergovernmental 5,884,658 - .
Operating Grants - - 775
Capital Granis . - - 808
Unrestricted Grants : - .
Licenses and Permits - 891,260 - -
© Charges for Goods and Services : 247,819 1,615 -
Investment and interest Income 48,838 - -
Fines'and FoﬁelturesiConmmtsoﬁs to F’arz'{zarzeﬂt Fund 55,834 - -
Gifts and Donations 14,342 - -
Other Revenues: ) {7,462} {845)
Intergovernmental Transfer 598,580 - -
Tobasco Settiement 153,923 - -
Cther. . 139,534 - -
Total Revenues ’ 19,406,302 10,1189 T
Expenditures:
Ciprent Cperating:
Commerce ) 226,182 (52} 2,512
Education 5,649,280 173 6,143
Transporiadion - 1,518,266 {1,867) 74,927
Environmenial Resources 464,479 (1,359} 12,321
Human Relations and Resources 8,113,457 {9,531} 49 737
General Executive - 430,846 (2,592} 4,078
Judigial e 104,930 {841} 3 893
'Leqnslahva . S S B0ATS (835} C 444
 Tax Refief and Ot?xer General E,xpenéltures 845,130 - . -
Intergovernmental ~ 1,147,958 - -
Debt Service:
Principat 270,719 - -
interest and Other Charges 226,469 55,205 -
Capitat Qutlay ) 691,586 - (691,586)
‘Total Expenditures 19,770,478 38,402 -{537,531)
Excess of Revenues Over
(Urnder} Expencsiwres (365177} {28,282} 538,258
Cther Fmancmg Soumes {Uses):
Net Transfers : (1,085,031} 18,561 741
Long-term Debt lssued 506,524 - -
Premium/Discount on Bonds 31,640 " -
Instaliment Purchase Acguisitions 2,863 (2,863} -
Capital Leases Acquisitions 17,143 {17,143 -
Total Other Finanging Sources (Uses) (526,862) (1,445} 741
Net Change in Fund Balance (892,038) % {29727} & £38,999
Change in Reserve for inventories (184) e
Net Change for the Year 3 (892,202}

{13 Long-ierm revenue differences arise because governmental funds report revenues only when they are considered “avallable,” while governmant-wide
statemants report revenues when eamed, Long-derm expense differences arise because governmental funds report operating expenses {including
interast) using the modified accrual basis of accounting, while government-wide statements report using the accrusl basis of accounting.

{2y Copiai-related adjusiments consist of the diffefence betwien proceeds for the sales of capital assets and the gain or loss from the sales of capital assets,
and from the difference between capital sutlay expenditures recorded in the governmental funds and depreciation expense recorded in the government-
wide statements.

{3) The adjustment for Internal service funds reflects the elimination of these funds from the government-wide statement, which is accomplished by
chargingfrefunding additional amounts 1o participating governmental activities to completely offset the internal service funds’ cost for the year,
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internal Service

Long-term Debt

Revenue/Expense

Total Amount for

' Funds {3} Transactions (4] Eliminations (5) Reclassifications {6) Statement of Activities
8 - § -8 - (11:270.818) $
: - - . 5,487,319 5,502,423
- - - 4,100,385 4,102,350
- - - 273,892 273,892
- - - 278,013 277,633
- - - 025,137 924,503
. - - 208,072 205,584
. - - (5,984,658) -
- - 33,950 5,381,000 5,425,725
. . . 634,505 835,402 .
) - - R 2
- - - O {B1.260) ' -
15,632 . (28,265) L B265 1,162,827,
2 - - [26.507) 22,353
- " -{36,065) 20,769
. - - {14,342 e
. - - 808,043 599,636
- - (598,580 -
) . {153,923) -
_ . . (139,531) L
75,665 . 5585 76,009 79,453,487
(470} (3,829) 33 224377
{3,176} - 22,350 369 5,675,138+
(2,580} 135 i 629 1,590,710 -
(379 50 (188) 24 474,969
{6,383) 202 11,573 (840} B158,215
21,724 {239} (24,241 {134) 480,442
{223) 76 . . 107,835,
(239) 314 - e - 59,758~
S . - - {1,573) 843757
. - - ' - 1,107,958 -
- {270,719) - - -
10,04 (831) - 1,446 292,578
18,364 270,814) £685 155 19,004,738
{2,709) 270,814 - 15,855 428,758
{17,858} - - {16,019} {1,099,606)
. {506,524) - . -
- (31,640 . - -
{17,668) (536,163} - {16,019} 11,000,606}
$ (20,568) $ (267,349) § o (164) (670,848}
164 -
©) % (670,848}

{4) Long-term debt transaction differences consist of bond proceeds and principal repayments reponted as other financing sources and expendiures in
governmendal funds, bul as increases and decreases in abilities in the government-wide siatements.

5) Intra-gntity activity within the same funciion is eliminated 1o remove the grossing up of both direct expenses and pragram revenues within that category.

(8) . Revenue and expense reclassifications are necessary due 1o the differing level of detait needed on each of the siatements, In addition, the Staternent of
Activities focuses on program revenue, which has been redefinad from the fraditional revenue sourge categories.
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State of Wisbbn_sin‘
NOTE 3. BQ::'GETARY QONTROL

The iegal iavei of buégetary coniml for Wisconsin is at the
function, agency, program, appwpnaimn—ievel Suppiemental
appropriations - requ:re -the ‘approval -of the Joint Finance
Committee of the Legislature. Routine adjustments, such as pay
plan supplements and rent increases, are distributed by the
Division ‘of Executsve Budget and Fmance from non-agency

specsﬁc appropﬂatlons Aauthorized by the i.egxslamre Various
supplementai agpm;maborzs were approved ‘during the year and ’

-'have been mcorporated mto the: budget ﬁgure*s

Due ts the centmusng economic downium taix revenue coﬂectteras
throughaui fiscal year 2003 were mgmf cantly less than the
original ‘estimates. As a consequence -of this revenue shorifall,

various. budgat fepalr i};lis werg neede{s to bring expenditures in

line with -expected revenues. The rset resuli of these bilis, along'
“with eaﬂ;er cest-savmg leglslatzon ‘was that additional expendtture '

controls were enacted, segregated fundﬁ were requzred fo transfer

o aciéntsana funds tc} the Gerzeral Fund, and payment ofa paftton of

- the: expendrtures for the States shared revenue program was
temporanfy shifted from - General Fz.md io Tobacco Setflament
Endowment Fumi resoumes '

The hu{igetary cbmpaﬁs'oh_échéduie'and related- disclosures for
the General and all major special revenue funds are reported as

Reqm:ed Suppiemestary information. This schedule presents the

'ongmal budgei the final budget and actual data ‘of the current
pericd.: ‘The rélated disclosuras describe the budgeta;y pracnaes_

of the Stata, as weil as, prov:de 3 detal ed reconghiation between'

the Generat and major spemat revenue funds’ equity balance on
the. hudgetary basis compared to the C:“:AAP basis as shown on
the governmental fund statements.
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NOTE 4. DEFICIT FUND BALANCE/FUND -
EQUITY/NET ASSETS

in addition to the General Fund, funds reporting a deficit fund
balance, fund equity, or net assets position at June 30, 2003 are
(in thousands}:

Special Revenue:

256,847

Petroleum Inspection. §
tformation Technology Investment 2,984
Capital Projects: N
Capital Improvement 194,829
Transportation Revenue Bonds 70,463
Enterprise:
Duty Disability 197,566
Internal Service: )
Fieet Service - 814
Risk Management 116,526
Peﬂsters and Other Employee Benefit Trust: -
Actumulated Sick Leave 888,311




Notes to The Financial Statements

- State of Wisconsin:

'NOTE 5. DEPOSITS AND INVESTMENTS

"i’he State mamtams a short-term :nvestment "pooi” the State
__;investment Fund, fcr the State, its agenmes ar:c% depaﬂmenﬁs,
'fand martam ‘other puhltc mstztutlons wh;ch elect to partrcnpate The
) trzvestment "paol" ':s managacﬁ by the  State of Wisconsin

E investment Board (the Bnard} which is further authorized 1o carry
. oui investment acﬁmtses for ceriam enierpnse {rust aﬂd agency
'_funds A smaﬂ number of Szate agerzczes and ihe Umversaty of
: _Wtscarzsan System aise carry out mvestment acﬂwﬁes separaie

'-'5'from the Board, Disclosures of. the States mvestment acnwt}es
_ _'-ém presented m ihe fc:ﬂowmg categones State Irwestmeﬂt Fand

_Othez Funds Managed by tha Board Otber State Agenczas and
Funds, the University of Wisconsin System and Componeni
- Units.

A, Deposits
-"ffﬁitﬁéry Government

L Depasﬁs mc&uée sash and cash equwatents on deposnt in banks
‘or.other fnarzctal mshtuitorzs, and nonnegetlable cettificates of
. : deposxt The ma;m‘aty of the State 5 depos;ts are under the contrai
"of the State Treasurer. The State Traasurer maintains multlpie
: accounis with an agreemeni with the bank that aliows an overdraft
_"_:zn one account H the overdraft ;s oﬁset by balames in other
: -accsunts

' __Tha States msur@é depos:is are covered by the FederaE Deposrt
__insurance Corpcratson (FDIC) and an appmpnaimn far Eosses on
‘public’ depos:ts “The State, as “required by Wis, Stat Sec 3408
is'to make” payments to pubhc deposstors for pmefs of loss ap 0
:$400 thousand per depositor above the amount of federal
_insurance. Payments are made, until the funds availabie in the
. 'apprapnazzon are exhausted in the order in whmh satasfactory
: ﬁ:pmefs of loss are recewed by tbe State s Depaﬁmenf of ?marzcual
: mstttutuc}rzs

: _'At June 30, 2003, the carrying amount of the primary government
deposits reported as cash was $(43.5) milion and the bank
‘balance was $244.7 milion. In addition, $150.0 milion of
) iniemazzonat sze Depcsﬁ:s, reparted on the §i nancial statements
‘as mvestmenf;s, are cnnsldered uncaﬁateralrzed and uninsured.
" Of the bank amount, excluding a bank overdraft of $37. 7 million in
two bank asceunts that are covered by compensabng baiances in
ather accounis,

¢ $9.5 milion was covered by federal depeéimw insurarce,

_the State Public Deposit Guarantee Fund or collateraiized
with sscurities held by the State or its agent in the State's
name, and

«  $272.9 million was uncoliateralized and uninsured.

The State’'s unemployment compensation pregram had $1,0586.3
rilion on deposit with the U.S. Treasury, This amount is
presented as Cash and Cash Equivalents and is not inctﬁdegﬁ in
the carrying amount of deposits nor Is it categorized according to
risk because it is neither a deposit with a financial institution nor
an investment.

Petty cash and ccmtmgent ascounts authorized undef Wis. Stat
Sec 20.920, which are held: by agencies and reported as Cash
and Cash Equtvaients in the amount of $171 thousand, are noi
mc%utied in the carrying amount nor bank b&lance of depas:ts in
this note ;;e__caus_e these _are_ﬂe_liher de;)o_sn_s nor mvestments

Component Units

At June 30, 2003, the carmrying amount of the component units’
deposits was: $25.8 million and the bank balance was $25.9
million, Of the bank amount, $2.1 million was covered by federal
depository insurance, the State Pubiic Deposit Guarantes F‘w)d or
coﬂaier_a_ﬁzéd-wiih securities, held by the State or its agent in the
State's name and $23.8 milion was uncollateralized and
uninsured.
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B lnvestments
'Przmary Govemment
State _Enve'_stn_ie_mt Fund

This fund functions as the State's cash management fund by
"poahng the téle cash baiames of all State funds and other public
mstttuttoﬂs in the Staﬁes Compreheﬁswe Amuai ?manc;al
Repos't the State Investrient Fund is not reported as & se;zarate
*fund rather each State fumi’s share inthe "pool*is reporied on
the haiance sbest ‘as "Cash and Cash Ec;uwaienis Shares of
the fund beEor%gmg o other partlmpatmg public’ znstrtut:ons are
pfesented in the Local Govemment Pooieci Irwestmen! thnd an
mvesf.meﬁt frust fuﬂd

“Wis. Stat Secs. 25: 1?(3}{?:») (b} and {bd) ehumerate the various
types of secuntzes in‘which' the Btate lnvestment Fund can mvest
which include direct obingahons of the United States and Caaad&.
securities guaranieed by the Uﬂlted States, secunizes of federalty
{:hartered corporatnons such as’ the ‘African’ Development Bank,
unsecured notes of financial and industrial Issuers, Yankee/Euro
issues, _cerbf icates of deposit issued by banks in the United States
-andsolvent . financlal. institutions .in. this State, and. bankers
acceptances. Other prudent investments may be approved by the
State of Wisconsin Investment Board's Board of Trustees. The
Board of Trustees has given standing authority to the Board to
invest in resate agreements financial futures coniracis, Optleﬂs
and ;ntare_st rate swaps.

_Vaiuatiéﬁ _of_S_eCu_zities Sl

investm'e_nts' are valued at fair value for financial statement
purposes and amortized cost for purposes of calculating income
fo pariicipants. The custodial bank has compiled falr value
information for all securities by ufilizing third party pricing
sewic_és. Govermment and agency securities and commercial
paper are pn’céd using matrix pricing.  This method estimates a
security’s fair value by using guoted market prices for securities
with similar interest rates, maturities, and credit ratings.
Repurchase agreements and certificates of deposit are valued at
cost because they are nonparficipating contracts that do not
capture interest rate changes in their value. Swaps are valued at
the net present value of estimated expected future cash flows
using discount rates commensurate with the risk involved. In
addition, @ bond issued by other State agencies having a par
value of $1.3 miliion is valued at par, which management believes
approximates fair value. The fair value of investrments Is
determined at the end of each month,
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‘estimated to- be $24.8 milliors,

Poot Eamnings and Pool Sha_res

For purposes of caiculazzng earnings {0 each paﬁ;czpant all
mv&stments are valued at amortized cost. Speca‘“ icall y, mcome is
distnbateﬁ o pmi pammpants moﬂt?ﬂy based on tha;r average
Gatiy share balance. Distributed ' income mctudes reai:zed
investment gams and Iosses caiculated on an amoriszad cost
hasis, mterest mmme based on stated rates {mth paid and
accrued) amortlzattan of dtscounis and prammms an a straught»
I;ne baszs, aad ;nves&mem and admsmstratwe expenSﬁs “This
met?;t)d dtﬁers from ‘the fair value method  used. 1o value
mvestmer}ts i:ecause the amortuzed cost mathod i5 raoi deszgneé
0 dxs’mbut& to partxcupants ail unrealzzed gains and iosses in the
fair vaiues of the poal's anvastments

Derivative Financial Instruments

As of June 30, 2003, the only derivative financial instrument held
by the State Investment Fund was a restructured interest rate
swap, Each swap transaction invoives the exchange caf interest
rafe ‘payment obligations without the exchange of underiymg
pnnc:pa% amounts. Ti'le noiionai amounts used o express the
volume. c§ these transastmns do not represent tbe amounts
subject 1o risk but fepfesent the amount. on whach both parties
catcuiate mterest rate obilgataons The seﬁ%ement of the inferest
rate exchange occurs at predezermme& dates w;th the net
difference i}etween the interest paid and mterest received

-reﬂe::ted as an increase in income. ‘Entering inta interest rate

swap agreements subjects the investor to the: poss;btirty of

: ﬁnaﬁcaal imss inthe: event of -adverse’ changes in’ markei rates or
. nonpeﬁcrmaﬁce by the counterparty fo the swap agreement
'Setactmg c:reeﬁtworthy conmterparues mlizgaies czedsi nsks ansmg

from derzvatwe transactucns

Restrucfured Investments During fiscal year 1995 the ‘State of
W;seonsm Imestmeni Boaré became awars of the existence of
market exposure in certain swap agre&merzts and struciured
bonds which could impair the eamings of the fund.

The S_tate of Wisconsin investment Board ' entered into
agreements with two counterparties which resulted in the
Gunﬁemaﬁtes assumpﬁon of all future market nsk associated
with ten swap agreements and two $fruc§umd bar&ds At the time
of the agreement the ccunterpames assagnec! 8 market value to
these mvestmenis of _n_egaiwe $96.3 million. Wsthm this
restructuring, one swap agfeement redu'sres periodic ;;_ayments
over a period of ten vears, while the other agreemert ‘requires
periodic payment of the loss over a period of five years. Interest
costs asscz::nated wnh the periodic payment of the Eoss over time is
“Future period earnings will be
charged as payments are made.
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_ As of June 30, 2003, the fair vaiue of the restructured investments
Z'_-was negative. $9.4 mxlhnn while the amorhzed {fﬁferr\ec% foss was
i negatwe $8 8 m;l u:m '

' ) The State of Wnscansm Envestment Beard has suspendad the use
B of mfmsk reducmg denvatwes in the Fund ami mvestment
o gusdelmes prohiimmg ‘the' use of such mstrumenis were adopted
L by me Board on November 2, 1995

..::.p?.pos.ﬁs I

Thi 'State invesimer;t i’-’und holds certifi cates af depc:s;t at various

: 'Wtsconsm banks as part of the ‘Wisconsin Cerfificate of Depasit

' 'Prcgram implemented in July 1987. As of June 30, 2003, the fair
vatue of these cert;ﬁcates of deposat was $400 0 m;ltron '

_ ;Appraxzmataly $35¢i 2 million are Category 1 risk’ Ievei depos;ts
~which are insured by iha FDIC, the Wlsconsm State Deposit
;Guarantee Fund and Financial Becurities Assurance Corporanon
insurance. The remamsng $45 8 mmillion are cons:dered Category
o 3 ur}milateralazeri depestts

'in _ stments

.';'T_he foliowing table presents investments held by the State
“investment Fund categorized in accordance with GASB
" Statement No. 3 requirements o indicate the level of sk
' :'assumed by the fund at year-end:

« Category 1 are those investmenis  which: are . insured:or
registered, or securities which are held by the State investment
Fund in this fund's name or its agent in the name of this Fund.

. Categnry 2 are those mvestments which are uninsured and
unregistered, with the securities held by the counterparty’s tm_st
department or agent in the State Investment Fund’s name,

« Category 3 are those investments which are uninsured and
unregistered, with the securities held by the counterparly, or by
its trust department or agent but not m the State mveszmen:
Fund's name.

A June 30, 20&3, the State Investment Fund's investments are as follows {iﬂ mitlions);

Category Fair . .
1 2 3 Value:

U8, government and agency holdings $ 3.3282 - - $ 3,328.2
~Rapurchase agreements 1.777.0 - - 1,777.0 .
‘Commercial paper 455.1 - - 455.1

Mortgage backed securities 1.3 - - 1.3

§ 55618 - - 5,561.8

Swaps {22.9)

' $ 5,538:6

Cd;;ies of the separately issued financial report that includes
ﬁr}'anc_iai statemenis and other supplementary information for the
S;ate Investment Fund may be obtained by writing to!

 State of Wisconsin Investment Board
PO Box 7842
Madison, Wl 53707-7842
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Other Funds Managed by the Board

Other investments under exclusive control of the Board which are
not held in the cash management peol include those heid by
certain permanent, propnetary, andg fi ducxary funds A drscussmn
of these mvestmen% actmt:as foﬂuws RN

Governmental

Historical Society - At June 30, 2003, investments of $9.8 million
consisted of stock and bond index funds.

Business-Type

Local Government Property Insurance, State Life Insurance, and
Patients Compensation Funds - At June 30, 2003, investments
were $12.4 million for the Local Government Property Insurance
Fund, $77.2 miflion for the State Life Insurance Fund, and $652.8
million for the Patients Compensation Fund, consisting of stocks
and fixed income, '

Fidugciary -

Pens;on Trust Fund Thus trust is a pnale&i fur;d c:ortstszsng of
retirement contributions made by and on behalf of part;cspants in
the Wisconsin Ret:remen% System (WRS) (see Note 13 10 the
fi rzancta% staiements) AtJdune 30, 2003, the Peﬂsmn 'Frust Fund
held $5é 295.9 million of investments consisting of fi xed income,
stocks, Hmited parinerships, real esiate, martgages aﬂd other
investments vaiued at fair value in accordance with Wis. Stat.
Set. 25.17(14). In addition, $336.0 milion of invesiments are
included in the fund’s cash and cash equivalents. Further, $150.0
million is invested in a time deposit reported as pazt of the
securities lending coilaterai and not included in the mvestmerzts

In additién,_$3,2()9.5 miIEion of securities lesc_iiﬂg _tran'sactions
were heid at June 30, 2003, These transactions are categorized
consistent with GASB Statement No. 28, Accounting and
Financial .Repoﬂing fdr- Securities Lending Transactioﬁs..

thic}n Trust Fund ~ At June 30, 2003, mvestmersts of $13.3
million consisted of bonds and principat only smgs

The following table presents invesiments of these funds at
June 30, 2003, categorized in accordance with the requfremenis
of GASB Statement No, 3.

At June 30, 2003, the investrents of the Other Funds Managed by the Board consisted of {in millions):

Category _ Fair
1 2 3 Value
Fixed Income $ 10,089.4 $ - 3 - $ 10,0824
Stocks 14,005.7 - - 14,005.7
Repurchase Agreements 192.1 - - 192.1
Certificates of Deposit 50.0 - -~ 53,0
: % 243372 3 - $ - 24,337.2
Limited Partnerships 26931
Pooled Equity Funds 20,558.2
Poocied Bond Funds 5.260.9
Mortgages 7287
Real Estate 436.6
Custodial Pooled Cash and Equivaients 3360
Pooled Multi-Asset Fund 285.0
invesiments Held by Broker Dealers Under Securities Loans:
Fixed Income 18148
Equities 1,187.5
Securities Lending Cash Collateral Pooled Investments AN

$ 5B457.8
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Securities Lending Transactions — State statutes and State of
.W:scnnsm investment Board {SWIB) policies permit the use of
-;_-mvestmeﬂts to enter mto securmes Eendmg Eransatmcms ‘These
'-"tfansa{:tmns invalve the Eeradmg of secunttes o hrokermdealers
' :smé other entities for z:aﬂatarai in the Torm of cash or seturities,
_w&th ‘the” s;muttaneeus agreemeai io reium the ‘collateral for the
same securtties it the futiure. The secumaes custodzar; :s an
: :age:;t in lending the domesﬁsc and international securities for
'-'snliateral of 102 percent and 106 percent respectweiy, of the
' 1oaned segurities’ maricet value The cash. collateral is remvested
' by the fe:zdmg agent in accordance with: cer;trac%uai mvestmeni
a -'gu;deﬁmes which are. desngneti to insure the safexy of pnnmpaé and
: 'obtain a mederate rate of: fetum The mvestmeni guidelines
'---zm:Eude ve?y highs credit.quality. staﬁéards and also-allow for a
<rpertion of the collateral investments to be invested with short-term
sgcunities, . - The. . eamings generated from the ‘collateral
énvestments ‘less the amomt of . rebates paid 1o the deaiers,

o spizt ona pez’ceﬁtage basts with the iendang agent

"_Seﬂuntses on ioan at June 39 2003 are preseﬂted as unctassn‘“ e
e iy the precedmg schedule of custodzal nsk At year end ne credtt
: _nsk ‘eXposure ‘to” borrowers exssteff because the amounts owed
e borrowers exceeded the. amounts the bcimwers swad -The
';ccmtract with the lending agent requires them to :ndemmfy i.the
: -barmwers fait to ratum the loaned securifies and the collateral is
'maciequate ie re;}iace the secuﬂtaes éeni

: fze ma;erzty of. securmes !oans can be termznaied arz damand
_aﬁhcugh the- average term Gf the Eaans is approxemately one
'week ‘i‘he ferm to maiumy of the’ secwztues leans i matched with
“the: ferm io matlirity of the' mvestments of the cash ooliaterat by
'mvestang ina vartety of short term-investments with a weighted
_average maturzty of 22 days

;The abﬂ:ty o piedge or sell coilaiezal secuntaes cannct’ im made
“without ‘a borrower default. Erz addatxon no restnctnens an the
““amount of the loans exist. ' :

-, Derivative Financial Instruments

As of June 30, 2003, the Siate of Wisconsin invas%ment.Boaré
' '{SWIB) uhiazed various derwaizve financial :rzstmmsents, anciud;ng
.forward coniracts, futures contrac%s, cellaterairzed mcrtgage
ol |gat;ons and principal only strips in the pension frust fund. All
“dimancial derivative instruments . are reporied at .fair. value,
regardless of whether the instruments are -held for frading ‘or
hnnzfédirzg purposes. - The instruments are -marked o market

rzibnthiy, with valuation changes recognized in income.

Foreign Currency Forwards and Oplions - The State of Wisconsin
investment Board's derivative trading activifies primarily involve
forward contracts and foreign currency options. Generally, foreign
currency forwards and oplions are heid o hedge foreign

resvits in the gross eammgs from: Eemimg ashvmes whzch is ihen'
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exchange risk. . Market risk is generally controlied ‘by holding
substantially offseffing purchase and sell positions, Al Jdune 36,
2003:the fair value of foreign- currency'fomard coniracts. assels
tataied $1 2 bs]hcn whtle the liabilities tetaiad $1.2 bilfion, '

-.Otber Optmns Other npteons aiﬁa are heitj for trading- purpnses

These option contracts give the purchaser of the contract the- r__lght'
o buy {cally.or sell -(pa_t} the equity security or index underlying ihe;
conﬁréct at an égreed upon price (strike price) during or-at the
conclusion of a spec:f ted. period of time. The seller (writer) of the -
contract is subject to maricet risk, whate the purchaser is sub;ect to
credlt nsk and market nsk ta the exten% of me premtum paad s

Futums Contraets - One outs:de mvestment manager used
fﬂtures contracts to marzage exposure m tbe stock market. Upcm
enterzrzg into a ftures contract, the’ cuts;de manager 15 requtred 1o
depesrt wﬂh the broker in SWiB's. name, an amounz of US

government.. oblsgai‘mﬁs in accoréanse wﬁh the Initial margm o

requtremerats ‘of the broker. - Futures cr)ntracts are marked to
market daily w:th gaans and Iosses bemg iecogntzed The'_-'
varzatlen margm is: ‘satfied ﬁatiy until the coniracts expire: or ‘are
ciosed Fuures confracts involve, to varying degrees, risk of loss
n excess of. the variation.” Losses may arise from the changes in
the value of the urzderlymg instrument, illiquidity in-the secondary
market for the contracts, or i the counterparties do not perfarm :
under the terms of the contract. Fulures contracts are valued
each day az the s&tﬂemant price estabhshed by the boam of trade
ar excharzge cm whsr,:h ihe,y afe traded. ‘As of June 30, 2003 r;o
ftztures contracts were held. '

Cai!aterahzsd Mortgage Obl!gatrons (CMO s) o Bonds zhat are'

-'.cotlaterainzed by whole loan mmgages mortgaga pass—thmugh’

secur;hes or stripped moﬂgageabacked secunt;es income is
dersvec_i from payments and prepayments of principal and interest
generated from collateral morlgages. -Cash flows are distributed
to different investrent classes or E’radnche’s in accordance with -
aach CMO s established ;aayment order. -Some CMO traurscbes

have more stable cash flows refative to changes in interest rates_ :
whtie -others are. ssgmf cantiy more sensitive 1o mteresi rate' .
fuctuations. In a cfecimmg irterest rate environment, some

CMO's may be subject to a reduction in interest payments as a

result of prepayments of morigages. which-make up the collateral

pool. A reduction in interest payments causes a dechine in {:ash'
flows and thus a degling in. the fair velue of the security. .Rlﬁ;ng

intereés_t_"rates may cause an increase in inerest payments, thus

an increase-in fair value of the. security,. CMO's are held to

maximize yields and in part to bedge-against 2 fise in in_lgaré_st

rates. At June 30, 2003, CMO’s valued at $90.0 million were

held.
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-Principal:Only Strips — Securities that detive cash flow from the
‘payment of principal on-underlying debt securities. -SWIB holds
several principat only strips for vield enhancing purposes. - The
ursderlymg securities -are ‘United States Treasi.zry obligations,
therefore the credit risk | is fow. On the other hand, principat only
strips are more volatile-in terms of pricing, -and thus-the market
“risk is -higher than traditional United States Treasury obligations.
As of June 30, 2003, prmcu;&ai oniy sfnps valued at $.3 million
were heid : :

Ua';fund_ed Ca_p;_tal Commitments

Partnership agreements generally set a limit on the fotal dollar
amuunt that dimited partners must commit o funding when
entenng the pannershtp Qvez the lafe of the paﬁnershlp, the
general partner wail reqtsest c:aprtal con%rtimuerzs tataimg ‘the

agreed upon limit.
aommutments totaled $1, 5 bslsxon

Other State Agencies and funds

“The folEowmg funds also make mvestments foliuwnrzg pertinent
Stafe statutes and policy provisions as set out by the appropriate
governing boards orbond resolutions:

Governmental

Generai Fund At June 30, 2003 mvesim@rz’ss of 8 h:} mm;an of
whach (3 7 mxihen are consmered Geposzts and mchded m Note
54,

Transportation Revenve Bond Funds - At June 30, 2{303 the
Transporta?xon Revenue Bond Ca;}aial Pro;acts Fund and the
Transportation - ‘Revenue . Bond- Debt * Service ~Fund ~ bhad
‘investments totaling $167.3 ‘million, of which $162.0 million are
reported as cash'equivalents investments of $5.3 million satisfy
sk category No. 1, while the remaining snvestments are
uﬁcaterganzed

Common School Fund — At June 30, 2008, investments toiaimg
$132.8 mitlior: meet risk Categary 1.

Petroleurm Inspection Fund -~ At June 30, 2003, investments
totaling $.1 million were uncategorized.

Wisconsin Public Broadcasting Foundation Fund - The fund's
investments at June 30, 2003, were $5.0 million, which consists of
$3.3 million of various investments and $1.7 million of money
market funds which are reported as cash equivalents. Al
rvestments meet Category 1 risk criteria.

As' af Jtme 30, 2003 uafunded capxtai
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Business-Type .

Environmental Improvement Fund - The fund's aggregate
investments at June 30, 2003, were $182.7 million, of which §35.7
million are reported as cash equivalents consisting. of a
repurchase . agreement which is a Calegory 2 le_\?el: of risk.
Investm;—ims of $147.0 million consist of government and agency
heldings and satisfy Category 1 risk criteria.

Lottery Fund - Investments are ali in the form of U.S. Treasury
zers ceupon bonds. At June 30, 2003, mvestments of’ $147 5
msl ion wmch meet Catagory 1 risk criteria were hetd

The - Umversrty of Wisconsin Systern — The fund S aggregata
investments at June 30, 2003, were $303.3 million of which $13.7
million are reported as cash equivalents. Of the remaining $288.6
million, $282.0 million meet Category 1 risk criteria - wh:Ee the
mmammg investments are unclassified. o

Ff‘duciary

Inmate and Resident Fund — At dune 30, 2003, investments
totaimg $.7 ‘million of which $.5 million are reported as ‘cash
eqmvaleﬂts and 3. 2 mltlton mee risk Category 3.

Coflege Savings Program Trust — At June 30, 2003, investments
totaling -$853.2 million, which consist of short»term securities
which meet risk Categnry1 con

At June 30,2003, the State has appmxrmately $278. 8 miillian of

-securities: which i “holds -for banks and -insurance :companies.

These ‘assets are held-forthe period of time specified by statute
and then returned to their- owner, The assels are’ presented in'the
Bank and Insurance Comﬁany ‘Deposits Fund as "Other Assets”.
All investments meet risk Category 1. ' :

Unclaimed property, usually in the form of stocks, pank accounts,
insurance proceeds, utllity deposits and uncashed checks, are
transferred periodically o the Unclaimed Property Program Fund.
The $15.6 million securities, presented as "Other Assets” oh the
financial statements meet risk Category 1. o

The State’s Section 457 Deferred Compensation Plan Fund
investments, totafing $1,186.7 million at June 30, 2003, are in the
form of equity, bond and money market mutual funds, insured
sawﬂgs accounts and investment coniracis w;th insurance
compames '

The following table presents investments of the Other State
Agencies and Funds at June 30, 2003, categorized in accordance
with the requirements of GASE Statement No, 3,
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- ‘Atijune 30, 2003, the Other State Agencies and Funds’ investments consisted of fin millions):

Reported Fair..

Category
1 Ry I 3 Amount Value

' _-'Gmfemment and ‘agency hoidmgs 858.0 $ - 5 3 $ 6583 $ 6583 -
“Miunicipal bonds - : R 666 - - o 166.6 155.'_6- .
-"Q{&mmemtal paper and nonsecured- comporate notes and bhonds 156.3 T - 158.3 1583 -
' Repurchase agreements - 357 - 35.7 387
_"‘?é_l'égot'iabie certificates of deposit T2 - 72 - T2

_ S 9881 © $ BB § 3 1,024.2 1.024.2
"_Mutual Funds'- R 854.9 ‘8549
" Pooled Fixed Income ke e
" Meney market funds 1666 166.6
 Pooled Equity Fund 30.3 303"
» Deferred compensation mvestments 1,166.7 1,168.7
'-'L;mlteé partrzer‘sh;ps 1.1 R
' Other 10 1O

$ 32538 $ 32538

-:-Cbmponeni Units

"Mflsconsm Housmg and Economic Development Authority
{Authoﬂty) The Authority is required by statute to invest at least
.50 percent ofits General F und funds in ohiigatlons of the State, “of
" the United States, or of agenc;_es or instrumentalities of the: United
;.'Si__aies, or -qhiigatiens the principal and interest of whir,fh are

“of the ‘United States. - Each. bond : resolution specifies what
" constitutes a permitted investment and such investments may
“include obligations of the U.S. Treasury, agencies and
) _;nstrumental;t:es, commaercial paper; barkers accepiances; ancf
'_--repurchase agreements and anvesﬁmem agreements

'The Authority's aggregate investments at }une 30, 2003, were
:-:;$831 .7 million of which $146.2 million are reported as cash
“equivalents consisting of repurchase agreements, commercial
_pag)er, money market  funds, and shorf-term  investment
agreements. The Authority’s investments except for
uncollateralized investment agresments of $68.1 million are a
Categccry 1 level of risk. The Authority’s investments in
uncollateralized investment agreements are a Category 3 level of
risk.

The Authority enters into collateralized investment contracts with
véri;:ms financial instifutions. The investment contracts are
-generally - collateralized - by -obligations of the . United States
government,

The Authority is also authorized to invest its funds in the State
investment Fund. The Authority has established a Master

" guaranteed by the United States, or agencies or instrumentalities

‘Repurchase Agreament with its banking instifutions to-govern-the
purchase of repurchase agreements. . This agreement re:mirgs '
the institution fo take:possession of collateral having a market
valse of at deast 103 percent of the cost of the repamhase
agreement.: “The underlying collateral must be maintained at this
tevel at ail t:mes : : : o

o The-Authoﬂty's_ Finance committee approved the use.of a
- security-lending - program with the  trust department of ‘4. bank.
acting as an agent. Asof June 30, 2003 the Authority had $73.2
million of ‘securities on . loan to broker-dealers for a fee. - The
transactions are categorized cansistently with GASB Statemeﬁt
No. 28, Accounting and Fmanc:al Reportfng for Securities Lsndfng_
Transactions.: : : i

Security fending tran-s_acticns involve the Jending of securities to
broker-dealers and other entities for coltateral, in the form of cash
or securities, with the simultansous agreement to retum the
collateral for the same securiies in the Tuture. The securities
custodian is ‘an ‘agent in ler‘fémg the dome&tsc and mtemaizoﬂal
securities “for “collateral of “ 102 percent and 105 percent,
respectively, of the loaned seourities’ market valoe. The'léﬁdéng
agent in accordance with contractual investment guidelines, which
are designed to “insure ‘the ‘safety of ‘principal ‘and ‘obtain” a
rmoderate rate of return, reinvests the collateral. The investment
gu;ﬁehnes include very high credit quality staadards andalso
“aliowtor a ‘portion of the" coliateral Investments 1o be ivested wrth
shori-term securities. The Authority has the foﬂuwmg ty;:es ‘of
securities on loan: U.B, agency securities, U.8. government
securities and corporate notes.  The Authority has received the
following fypes of collateral for the securities lent cash,
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government securities or irrevocable letters of credit.  The fair
vailue of the investment securities loaned was $73.2 million as of
June 30, 2003, and the-fair value of the collateral. recelved was
$74, 7 mzﬁlon Ti'm Authonty may request the bank to terminate
any ioan of secunites for any reason at any time.

As of June 30, 2003, no credit risk exposure to borrowers existed
because the amounts owed the borrowers exceeded the amounts
the berrowers owed. ' The gontract with the lending agent states
that in the event that a borrower fails to retum the lent secuity,
the hank will mdemmfy the Authornty fof the fonowmg amounts: a}
The. dtfferance between the. closing markei; value of sacurity on
the date it should have been returned to the account and the cash
collateral substituted for the lent séeuritieé, or b) In the case of
collateral received -in Kind, the difference between the closing
market value of the securily on the dale it should have been
retumed to the account-and . the closmg market value of the
coltateral in kmd on the same date.

Tre Author‘izy a.ésume's-ati risk of loss arlsing out of collateral
investment loss and ‘any resufting collateral deficiencies. The
bank expressly assumes the risk of loss arising from negligent or
fraudutent operattons of 1ts securities lending program. The bank
operates the secuntaes ien{img program - as -a “business frust
investment -pool--with “open -and maiched components. . In the
“matched portion of fhe investment. pool, the maluriies of the
-gecurities lent and collaterat are-the same. ‘The open portions of
the pact maintains a weighted average maturity of the portfolio at
approximately 15 days, with a range from 1 day to 25 days. The
open portions of the pool generally have a 15-day mismatch
‘petween the portiolio coverage maturity and the open loans.” As
of June 30, 2003, approximately 61.0% of the securities lent were
in the matched portion and approximately 32.0% in the opsn
portion of the investment pool.  No restrictions on-the amount of
the loans exist or can be made. - The eamings generated from the
securities lending program is reported ‘as other income. During
the year ended June 30, 2003 the Authority received $104
thousand of income related to security lending transactions.

Wisconsin Heelth Care Liability insurance Plan - The investments
of the Wisconsin Heaith Care Liability Insurance Plan at
December 31, 2002 were $87.3 million, of which $26.5 million are
reported as cash equivalents. Investments of $4.0 million in
bonds meet the Category 1 risk level, while all remaining
investments meet the Category 2 risk level,

University of Wisconsin Hospital and Clinics Authority - The
University of Wisconsin Hospitals and Clinics Authority {the
Hospital) aggregate investments of $227.9 million consist of
$194.5 million of restricted and limited: use investmenis-and 5334
raitlion of unrestricted investments.
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-Badger Tobacco Asset Securitization Corporation - investments

of $234.5 million of which $97.4 milion are reported as cash
equivalents. Investments of $137.1 million mest the Category 1
risk level, while $9? 4 million are uncategotized.

The foflowing table presents investments of component units at
December 31, 2002, May 31, 2003, or June 30, 2003, categorized
in accordance with the requirements of GASB Statement No. 3.
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; At D_eca_mber 31, QGOE,IMay 31, 2003, or June 30, 2003, the component units’ investments consisted of {in millions):

Category Reported Fair

1 2 3 Amount Value

'Sonds _ S $ 1188 $ 360 $ - $ 1528 $ 1589

‘Negotiable cemfcates of éepﬂszt . 181 IR - 18.1 18.1

Uncollateralized investrment agreements ... -— _ - 681 68.1 68,1
.-Murtgage backad sacunﬂes h ) 8.8 335 - 40,1 A 0
" Repurchase agreements - o - 55.3 - 55.3 554
Collateralized investment contracts 433.1 - - 4331 4331
Commercial Paper S 487 W . R 467
“Forwarg Delivery Contracts 1371 - - 137.1 L1401
Yhw $ 7584 § 1248 $ 681 951.3 960.5

Money market funds 266.7 266.7
“International-Equities - e s 1734 1734
s D g ' $ 13914 S 14006

:-The foliowmg schedule summarizes mvestments presented in the
: 3a§>eve note. d:scussaons {inmillions}:

‘Other Funds Managed by the Board $ 584578
Other State Agencies and Funds 3,253.8
-Gomponent Units 1,381.4
Total Investments o o $  63,103.0

.'Lattery lnyestments and Re!ated Fnture Pnze R
:-Obhgatmns T

. '_mvestmenis of the State Lottery Fund totaling $147.5 million are
held to ffnance grand prizes payable over a 20—year or 25-vear
. Q_;:erzad The investments in prize annuities are debt obligations of
“he U.S. government and backed by its full faith and credit as to
both prmcrpal and mterest Lsablimes related to the future prize
Eob_ilgataons arg ;};’esen_ied ai_ their present value and inchided as
" Acoounts Payable and Other Accrued Liabiliies. The foliowing is
a schedule of future prize obligations {in thousands):

Fiscal Year . _ - Amount

2004 $ 16,750
2005 16,868
2006 16,992
2007 BEEEETAL S
- 2008 17,250
Thereafier . . . 101,818
Total future value 186,796
Less: Present value adjustment {63,064)
Present value of payments $ 123,731
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NGT’E 6 RﬁCﬁ%VABLES AND NET REV&NUEs

A. Recewables

Recewabtes at Jurze 30 2{?{}3 were as foilews (in ﬁnousamﬁs)

Insurance Loansio Due From Due From _
. Student  Veterans Mortgage  Policy Locat Cther Other Campm'tem : '"‘i‘ol_zl ’
Taxes Loans Loans Loans Loans Gwemmenis Receivables Govemnmﬁs Um%s Rwawaues

General - _ - § 1095198 B - 8§ -5 - % - % 14802 § 180439 $ 552,235 $ 5_$_ 1342?69

Transporation : . 93636 - - - - oo- 5176 90,645 N 1 -0

Nonmajor Governmental - 25321 - - - - - 238,526 20,372 13,267 08 ARG
Total Governmentat: . - ¢ L2140 R - - - A A5 5eT - bob.14b AR R v
Adjusiments: o _ o s
Internal Senvice Funds ' - - - - - . 368 265 266 809
Acoriiel Adristments - - - . - - 1,849 - I 1,842
Fiduciary Receivables “ - - - - - 32,506 - - 32,508

CActivities U CSTTM4858 . - § - f - § S% 251418 8 240710 8 655411 § 271.% . 2,3682964

Reiated revenue deferal ' ' ' :
_beﬁuse:meraceivable
avallabllliycniana -5 252164 § -5 - § k- - % 43114 % -% . -8 . 295779

BtmnessmActMues: ) '

Cument: B
Patierts Compensation . § - § - § - § -8 -5 -8 8534 § -% 1835 8,550
Enwvironmental ’ T
improvement - - - - - 76,608 33¢ 6,343 - 83282
Velerans Morigage o
Loan Repayrment . - - 16,688 - - 6,751 - - 23,438
Universityof ..~ o e
“Wisconsin System ' - 27,503 - - - - 79,926 48917 1,931 * 458,276
insurance Reserve - - - - - . 150,623 8,740 - - 159,363
NemnajorEmerpnse . - 411 6,408 . 1301 . 206 47,224 6,135 oo L B18B5
<ol Cument . T R 1Y A% . 1078 . V55T pLEkr LOXES e A, TTD

Nmmrrmt ' ' ' L
Improvement - . - - - 1,119,900 - - - 1,118,800
Veterans Mortgage :

{.oan Repayment . - - 375,587 - - - - - - 375,587

University of . . . :

Wisconsin Syster - 149587 - - - - - S -7 49587

Nonmgior Erterprise _ - 980 39436 15,131 3722 4578 - - . CUg0827
“otal Noncurrent I 5 e N R K L v T _ . TIonesT

Government-wide
Adjustments: .

Fiduciary Receivables - - - - - - 180 - - 180

Total - Business-type

Activities 5 - % 178441 § 45934 § 40B706 S5 3722 § 1198205 § 20357 5 70,135 § 1848 § - 2200837

e e e

B. Net Revenues

Certain revenues of the University of Wisconsin System are reported net of scholarship allowanses. For Fiscal Year 2003, these scholarship
allowances totaled as follows {in thousands):

Student Tuilion-and Fess : S $72,509
Sales and Services of Awdliary Enterprsses 13,870
Totat % 86379
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'_';S’Idte of Wisconsin

- NOTE 7. CAPITAL ASSETS

Primary G_ovamment

‘Capital asset a'.s:tjviiy for the fiscal year ended June 30, 2003 was as follows {in thousands):

B Beginning Ending
Primary Government Balance Increases Decreases Balance

‘Governmental activities:

Capztal assets, notl being depreciated:

..o Land and Land Improvements 3 1,072,188 § 40,918 $ B0 § 1212485

Bulldmgs_ and Improvements 151,792 _' 2,727 - 154,518

- Library Holdings 73,797 1,054 (25) 74827
Equipment 641 . . 841
Construction in Progress 916,064 527483 (345,077 1,088,470
infrastructure 9,205,713 212,179 (65,581) 9,352,302

Total capital assets, not being depreciated 11,420,176 884,382 (411,293) 11,883,245
E Caputal assets bemg deprecsated o ; .
- Land Improvements 82,235 8,643 {11,133} 79,745 -
. Buildings and Improvemants 1,448,807 117,352 (10,489} 1,555,669

" Equipment 523,470 50,962 (33,746} 540,687

RN Totais 2,054,512 176,958 {55,367} 2,176,100

: Less ac{éﬁfhuiatgd"d}apréciation for:

“oLand improvements 19,641 4,650 . 2429
Buildings and Improvements 366,997 389,702 {3,661} 433,038
Equipment 272,893 53,422 {27,858) 298487

. Totals _ 688,531 97,774 (31,5201 755,785

" Totat Capital Assets, being depreciated, net 1,364,981 79,182 {23,848 1,420,315

_ Qpifemmentai activities capital assets, net $ 12,785,157 $ 963,543 $ (435141) $ 13,313.560

_B;:J_s_in'éés-typé activities:

Qapitai assets, not being depreciated:

Land and Land improvements % 109,813 $ 1,210 & {103} % 110,920
Library Holdings 967,601 22,974 {3.928) 086,646
- Construction in progress 10,828 29,565 {11,397} . 28,895

'_ -~ Total Capital Assets, not being depreciated 1,088,241 53,749 {15,429) 1,126,561

‘Capital assets, being depreciated: o .

* Land Improvements 8,486 207 {1 8,682

N Buildings 3,028,698 148,623 {782) 3,178,538

" Equipment 630,806 88,080 (69,087) 549,700

_ Totals 3,667,989 236,830 (69,849} 3,835,030

{gss accumudated depreciation for: _ _
Land Improvements 5,462 428 1) 54988
Buildings 1,294,081 79,515 {679} 1,372,816
Equipment 439,606 - 50,801 {38,229) 452 268

Totals 1,739,149 130,831 {38,909) 1,831.072
Total Capital Assets, being depreciated, nst 1,828,840 406,058 {30,841) 2,003,858
Business-type activities capital assets, net $ 3,017,082 § 159,807 $ (46369) § 3130519

in addition to the capital assets reported by governmental and business-type acfivities, the fiduciary funds reported gross capital assets of
$4,008 thousand af June 30, 2003, with accumulated depreciation totaling $3,945 thousand.
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Depreciation Expense

Depreciation expense was charged to functions of the primary government as follows (in thousands):

Governmental Activities

Commerce o . T8 2286
Education | I T 2500
TFransportalion 8,425
Enyirenmental Resources 8,112
Human Relations and Resources 42,673
General Exemmve ?umﬂor&s g 4,057
Judicial : : 3846
Legzslaiwe 444
Depmcxatmnsnca;mal assezs held by O
the internal service funds 23,431
-, Total depreciation expense - o
- 87774

.- governmental acfivities 3

Total depreciation expense -
business-type activities

" Business-type Activities
 Patients Compensation $ . ]
Veterans Mortgage Loan Repa}fment 43
University System S420,122
Lottery B4
Crher Business-Type 10,597

$ 130831

Cons!‘mction in Prognsss

Constnzctmn in ;smgress of the primary govemment raported in the government»wsde staternent of net assets at June 30, 2653 mcludetﬁ the

fotlew;ng pro;ec%s (in thousamis)

Unencum?;ered
Expended o Encumbrances Allotment
Allotments June 30, 2003 Outstanding = ~'Balance
Governmental Activities: | .

Reported through capital projects funds: o
~Justice-Center and Law Library- % 42,600 $ 23§ 320§ 42445
-Camp Douglas US Property and Figcal 13,717 875 3/ 0T 12,491

Four probatm!pamle facilifies 12,346 8,502 747 2,097
West Beﬂd ‘Army Aviation Support - 41,069 2,402 475 8,183
Madlsor; Crime Lab Remodeiing 10,227 3,040 4,716 18511
: '_ -Otrzer pmjects with aliotmems tctalmg ess 2han $10 millio 47,087
' 63,929
Othet; o
Transportation re atad 1,028,218
Other . : : 5,325
Totai cunstmctaon in ;:regress govemmentai acﬁwt:es $ 1,008,470
Busmess-typ& Activities: - -
University of Wisconsin System . o
Heaith Science iearnmg Center - Madison 3 63,887 3 32,221 3 15,174 g 15,392
Klotsche Center Physical Education Addition - Milwaukee 39,973 2,568 29,806 7.499
Fine Arts Center Remodeling/Addition — Stevens Point 26,120 1,791 24 24,305
Gates Center Physicai Fducation Addition/Remadeling - Superior 18,201 10,291 4,997 913
Lab Science Remoedeling — Green Bay 15,140 7.894 5,468 1,780
Resndence Half — River Faii 10,641 6833 429 9579
Upham Science Addxﬁon!Ramaéehng Whriewater 16,030 6,299 2,194 1,537
Home for Vaterans:
Home-Skilled Nursing Facility - Southern Wiscensin Center 17,078 959 363 18,768
State Fair Park; '
Grandstand Replacemant 20,500 19,385 1,105 -
Other projects with ailotments totating less than $10 million:
Univarsity of Wisconsin System 67,388
Other 8,642
$ ... ...1588180

o Fotal _aonsima:.ﬁen in progress - business-ype activides

As disgussed in Note 1E7, construction in pméréss of the University of Wisconsin System is reported in the applicable major capital assels categories.
Construction in progress of the University of Wisconsin System and of the other business-type activities folaled $128.1 million and $28.0 million as of June 30,

2003, respoctively,
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State of Wisconsin
- C‘,B_r'np_o_nent Units

Capitaﬁ Assets balance of the Wisconsin Housing and Economic
: -Déitélb;ﬁmant Authority and the University of Wisconsin Hospitais
-and Clinics Authority as of June 30, 2003 were as follows (in
“thousandsy

Amount
" Capital Assets, not being depreciatec: .
* - Land and Land Impravements $ 5820
" Construction in Progress 20,009
Total Capital Assets, not being depreciated 25829
- Capital Assets, being depreciated:

© . Buildings : 268,067
o Eguipment 154 532
o Totals _ 422,659

. fiiQesé accumulated depreciation for: ._
* . Buildings 108,946
Equipment 89,690
Totals 198,636
Total Capital Assets, being depreciated, net 224023
' Cémpunent Units Capital Assets, net ~ -~ § 249,852

_NOTE 8. ENDOWMENTS
Pﬂmary Government
: Bnivemity of Wisconsin System

The University of Wisconsin System invests ifs trust funds,
: principally gifts and bequests designaied as endowmenis or
-duééi-andawments, in two of its own investment pools: the Long
Term Fund and the Intermediate Term Fund. Benefiting
University of Wisconsin System entiies receive gquarterly
distributions from the Long Term Fund, principally endowsd
assets, based on an annual spending rate of 4.5 percent applied
to'a 12-quarter moving average market value of the fund,
Distributions from the Intermediate Term Fund, principally quasi-
endowments and unspent income distributions, consist of interest
aar_nmgs distributed monthly.  Spending rate and inferest
distributions from both of these funds are transferred to the State
investment Fund, pending near-term expenditures. At June 30,
'20'93, net appreciation of $8.5 miliion was available to be spent.
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‘University ' of ‘Wisconsin ~-System - investment policies “and
guidelines for the Long Term Fund and Imermediate Term Fund
are governed and authorized by the Board of Regents. "~ Tha
approved asset aflocation policy for the Long Term Fund sets a
general target of 65 percent marketable equities, 25 percent fixed
income and 10 percent altematives. Accordingly, the fund

‘includes investments in domestic and non-U.S. stocks and bonds,

and limited paftn'er'ships consisting of venture capital and other
private equity investments, The approved asset allocation for the
intermediate Term Fund is 100 percent intermediate maturity,
invastment-grade fixed income,

The fair value of Endowments as of June 30, 2003 was $295.9
million includir;g unrealized gains of $11.C million when fair values
as of June 30, 2003 are compared to asset acquisition costs.
This compares-tc a fair value as of June 30, 2002 of $20858.1

‘milion. The ret decrease in fund balance during 2§}<}2~03"wa$
-$2.2 million. - '

The book value of Endowments under control of the University of
Wisconsin System was $284.9 ‘million as of June 30, 2003
compared to a book vaiue of $285.7 million as of June 30, 2002.
The caiculation of realized gains and losses is independent of a
‘ealcilation of the net change in the fair value of investments Since
realized gains and losses are based on the difference betwesn
the selling price and the acquisition cost of the asset. Therefore,
when assgts'are reported at fair value much of the realized gain
or loss may have akeady been included in prior years as part of
the overalf change in the fair value of investments.

At ,Juh'e 30, 2003, the book value and fair value of principal funds .

-uiider ‘confrol of the University of Wiscorsin System was. (in

millions}:

Original Confributions and Disfributed Net Gains g 1288
Realized Gains - Undistributed 156,3
Book Value 2849
Urrealized Net Gains/losses - Undistributed 11.0
Fair Value

On June 30, 2003, the portfolio at market contained 67 .4 percent
in stocks, 25.4 percent in fixed income obligations, 4 percent in
alternative assels, and 6.8 percent in shorttern investments.
The total refurn on the principat Long-term Fund including capitaf
appraciation was 1.2 percent. The fofal return on the principal
Intermediate Fund including capital appreciation was 7.1 percent.

External investment counsel was furnished for funds representing

98.0 percent of market-value principal.
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NOTE 2. INTERFUND RECEZVA&LES PAYABLES AND TRANSFERS
interﬂ.md baEances as of or for the year ended dune 30, 2003 consist of the folowing (in thousands).
A. Bue fromitc Other FandS' |

Due fmm Oiher Funds and the Dua ta Other Funcss repfesens short-term Interfund accounts receivable and payable. The bal ances in these
accounts af June 30, 2003 were as follows (in thousands):

" Due to Other Funds:

. S Nonmajor Patients

" General Transportation Governmental Compensation

Duefrom(}tmr?unds : :
General ' $ ' - $ 2564 $ 41,303 $ - 43
" Transportation - SR ' : ' 1,795 N - 18,351 e
Nonmajor Governmental ~ 38,730 S13.047 6,530 T3
Environmental Improvement 14 - 290 "
~Vetérans Morigage Loan Repayment - : SR - - S
University of Wisconsin System . o - 36418 - 452 3,834 ' -
Unemployment Insurance Reserve : 500 - - -
- Nonmajor Enterprise - . B 1 N . 44 24 : -
‘Internal Service : 18440 4,180 685 L.
Fiduciary . _ _ _ 25,400 3,220 2,205 7

Total o $ 52,020 & 43508 $ 74,222 % 2

The balances in the Due from Other Funds and Due to Other Fw\ds accounts typically result form the time lag between the dates that
{H interfund goods and services were provided and when the payments ocwrred and
(2} “interfund: fransfers were accrued and when the ixqutdatsons soourred.
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Veterans
Mortgage Universityof  Unemployment
Loan Wisconsin Insurance Nonmajor Internal )
Repayment Systermn Reserve Enterprise Service Fiduciary Total
3 28 % 67 § 37009 % 1,870 33855 § 2100 3 32,065 171,272
- - 23 - - 188 - 21,357
1,353 - 2 - - 71 - 59,735
- - - - - - - 304
- - - . 3z - - 32 .
49 - - - 1 93 - 40,846
- 1,067 - - 455 8 180 32,503
2 2 1,148 - 225 1,857 441 26,680
8 45 - - 1,877 525 484 33,751
1,182 1970 § 36545 § $ 33,150 386,880

$ 1638 §

$ 38181 §
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B. Duie from/to Component Units

Receivables and payables between funds and component units at .Jz_.tna 30, 2003 were as follows (in thousands);

Due from Component Unit

Due from Primary Government

. Wisconsin Housing  University of
) ~ University of And Ecbnoniic Wisconsin
Patients Wisconsin  Internal Development Hospitals and
General  Compensation  System Service Authority Clinins Authority Total
Due to Primary Government:
Wisconsin Housing-and Economic
Development Authority 5 - % - $ ~. 3 18 $ - $ - $ 18
Wisconsin Health Gare Liabilty N o .
‘insurance Plan - 16 - - - - 18
“University of Wisconsin Hes;):tals S o
“and Clinics Authority <] - 1,931 247 - - 2,183
Due to Component Umt ) _ .
- General . - : R - - - 80 1,340 1,400
Unwerscty of Wssconsm Sysiem _ . - - - - 1,560 4,560
- Nenmajor Enterprise e - - o - 1 BERE
" internal Service - - . - - 3 - L3
“Total . S C g 5 g 45§ 1931 | & 0B % 83 $ 291 3 5192

s R

The recaivable and payable balances between the primary government and the componant units typically result from the time fag between the
. dates that (1) interfund goods and services are provided or reimbursable expenditures occur, (2) fransactions are recorded in the accounting

systems and {3} paymems between entjtles are made

C. !nterfund RecewablesiPayables

interfund Recewabiesl?ayabtes represeni short-term |oans from one fund to another to cover cash overdrafts Inferfund receivables/payables

at June 30, 2003 by individuai fund were as follows (in thousands).

interfund Recelvables:

Transportation Fiduciary Total
interfund Payables:
General £ - 3 636,405 $ 636405
Nonmajor Governmental 486 - 488
Nonmaior Enterprise - 28,824 28,824
Iniemal Service - 37,846 37.848
Fiduciary - 78,794 78784
Total 3 486 $ 781,869 $ 782,355

D. Advances tolfrom Other Funds

Advances toffrom Other Funds represent long-term loans fo one fund from another fund.
as foliows (in thousands):

Advances to Other Funds {gsset):

Advances at June 30, 2003 by individual fund were

Nonmajor Governmental Internsl Service Total
 Advances from Other Funds {liability}: o ) ) _ o
Nonmajor Governmental $ 1,350 $ 2,984 % 4,334
University of Wisconsin Bystem 500 - 500
Totat k3 1,850 3 2984 3 4 834
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- in_terfund Transfers

Interfund Transfers in and out that occurred during Fiscal Year 2003 were as follows {in thousands):

Transfers in:
University of
Nonmajor Environmental Wisconsin Nonmajor Internal
General Transportgtion  Governmental Improvement System Enterprise Servite Total
Transfers out: o o .
U General $ -8 98 692.004 & - 8 9aBEe? § 5T % 8813 § 1748799
.. Transportation 16,342 . 22,829 - - - - 39,171
S Endowrnent | 8747 - ' - . - - - 287,347
;o Nanmeior Governmental CB1.426 102 25,302 32,800 113,852 11,149 1,440 246,074
" Patients Compensation < g - - . - - . - - 9
- . ‘Ervironmental
DL dmprovement &9 - 6,000 - - - - 6,068
- Veterans Merigage Loan
o Repayment . 288 . . - - - - 286
“University of Wisconsin o s s
T Bystem . 38,598 6 - 500 - - - - 30,104
- “Nonmajor Enterprise 40,224 - 10 - - 84 23 403,338
*Internal Semvice ' 28,841 ' - R - 5 . 892 28086
CoFiduclary L ke - 16,000 . - - - 16,008
* ‘Capitat Assets Transferred
o riFromProprietary Funds ERE .
CTo'Governmentsl Funds 0 o w0 - LA Te e - - (731} 731
CToal $ 470947 & 118 § 763,002 § 32800 3 1,102,549 § 68624 § 10,237 § 2448367

--'}’__raﬂsfers are typically used 1o -move: - {1} revenues from the fund that statute or budget requires fo collect them to the fund that statute or
bu'dget'requites_ 1o expend them, - {2) receipts restricted to debt service from-the funds collecting the receipts to the debt service fund as debt
igervice payments become due,’ {3} unrestricted revenues collected in‘one- fund to finance various programs accounted for in other funds-in
“accordance with- statute or budgetary authorizations, and {4} accumulated surpluses from other funds to the General Fund when authorized by

' statute.

in the fiscal yedr ended June 30 2003, transfers considered non-routine or inconsistent with the fund making the fransfer included the
" following {in thousands):

Funds Reporiing the Transfer . Amount

Amcunts ransferred fo the General Fund from
- other funds to address revenue shorffalis:

Transportation § 12382

- Utility Public Benefits 8,366
Envisonmenial 11,348
Recyciing 9,120
Uiniversal Service 3,638
Technoksgy Services 11,336
Facilities Operations and Maintenance 6,942
Cther funds 8,868

~ Amounds transferred 1o the General Fund from
.--pther funds in Heu of contritbutions for
accumuiated unused sick jeave cradits:

Transportation 3,475
Conservaiion 1.247
University of Wisconsin Systern 23,867
Other funds 4,980

Tobacco Setilement Endowment Fund transfer to
fund a portion of the shared revenue program
in the General Fund 287,147
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NOTE 10. CHANGES IN LONG-TERM LIABILITIES

During the year ended June 30, 2{}{53, the following {;hainges occurred in long-term liabifities (in thousands):

Attt T e Tt

Primary Government
e Amounts
Balance - Balance Due Within
Govemmental Activities July 1, 2002 Additions Reductions June 30, 2003 One Year
Borids andd Notes Payable: : : R
Garsafai-@blégéi’ion Bonds $ 2963410 % 352586 § 25121 § 3000875 § 222754
‘RevenueBonds -~ : 1,165,064 211,724 51,199 - - 1,325586. - . . 60,584
Total Bonds and Nates Payabie 4,128.474 564,310 216,320 4,416 461 283,339
Ofher Liabiities: S
Future Benefits and Loss Liability 111,821 30,509 24,065 118265 23475
Capital Leases .~ . 33,011 .. 20117 12814 40,315 12,482
Installment Contracts 1249 A 1,737 3653 .o 17D
_ ‘Compensated Absences . 91,008 53911 40,974 103,945 42,622
_ Employer Pension Related Debt Costs - 707,003 54,005 |76t 722248 39,000
*Claims, Judgments and Commitments 1,972 P02 - 2,174 .
Total Governmental Activities - ' A
Long-term Liabilities § 5074536 $ 727195 § 3670 $ 5407061 $ - 402,087

Repayment of the general ‘ohligation bonds is made: from: the Bond-Security and -Redermption Fund. -The amount presented. in-this fund
-represents the fiability-to be paid from resources accumulated: to-provide ‘debt service payments-in Fiscai Year 2003. Repaymem of the
" revenue-bonds.principal and interestis made from the appropriate debtservice fund with: payments secured by registrat;on and: ;nspe::uerz fees
collected by the:appropriate program. The compensated absences limbiity wili be liquidated by the State's governmertal and infernal service
funds. Long-term liabilittes for empioyar ;}erzsaon costs, and cianrns judgments an& commltments are generaliy fiquidated thh resources of the
'gcwemmenia actwmes S : : -

Balance Balance Due Within
Business-type Activities July 1, 2002 Additions Reductions June 30,2003 - " One Year
Bonds and Notes Paya'bie: . L
General Obligation Bonds $ 993,335 § 103,587 § 183470 § 913452 § . 129784
Revenue Bonds - - : 858,451 85,575 121,608 623418 - 37,545
Total Bonds and Notes Payable 1,652,786 189,162 305,078 1,536,870 167,329
Other Liabilities:
Future Benefits and Loss Liability 1,077 468 215,262 125,330 1,167,400 147,322
Capital Leases 37,779 3,287 150 40,818 ' 4515
Compensated Absences 77416 53,648 45422 g5842 47 449
Total Business-type Activities ' _ _
Long-term Liabiities $ 2845449 § 461,359 $ 475980 § 2830828 $ 366615

e s e e
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State of Wisconsin -

-_',_Crs_mponeni Units

Amounts . -

Balance Balance Due Within
) July 1, 2002 Additions Reductions June 30, 2003 One Year .

' Eonds ané Notes Payable ) . )
""“Reveriug Bonds ' '$ 3995969 5 . 954528 . $ 1,137,968 $ 3,812,529 $ 78,626
‘Future Benefi ts and Loss Liability 67,212 - 15,532 51,680 6,000

. Capital Leases 25,772 - 2,845 22,827 2,967

E -'Compensaied Absenses 377 4,044 ' - 4221 o
" “Total Compenent Units Lo S B R B
4,082,129 $ - 9RBAT72 S 1,156,345 $ 3,881,357 bl 87,593

Long‘term Ltabmi;es - 3

- NOTE 11. BONDS NOTES AND OTHER

DEBT OBLIGA?IC)NS

fi‘he foilow;ng scheduis summanzas autstancimg iong-term bonds

' and notes payable at June 30, 2003 (in thousands}:

= Primary Govgmrhg'n.t :'

Governmental Activities:
- ‘General Obligation Bonds
. Revenue Bonds:. -
Transportation
Petro!eum tns;aect;on
Tata! Govemmantat Activities

' Busirtess-}'ype Actrvitaes
Ger&eral Obligation Bonds: _ _
' - Veterans Mcrtgage Loan Repayment
University of Wisconsin System
- Other Business-Type
. Revenue Bonds:
- Environmental improvement

Total Business-Type Activities

Total F’riméry Govehment

Component Units

Wisconsin Housing and Economic
" Development Authority Revenue
‘University of Wisconsin Hospitals
" “And Clinics Authority Revenue Bonds
Badger Tobacce Asset Securitization Corporation

Total Component Units

Total at June 30, 2008

$ 3,080,875

1,137,467

188,119
4,416,481

580,375

291,128
41,949

623,418

1,536,870
5,953,331

2,069,675

175,628

1,567,226
3,812,529

$ 9765860

A. General Obligation Bonds

_-anary Govemment

' The State of. W”sconsm Building Commtssson,_an agency of. the'.
-._State, is empowered by law fo consider, ‘act upon, authorize,

issue -and sell all debt obligations of the State. To date, ihe
Commission: hag authorized and issued geﬂeral ahligation bomfs

- primarily o prowde funds. for the acquxsmon or improvement of .

land, water, pmperty haghways, buildings, equment or fachities
for pubilc pumoses Occasionally, general obligation beﬂds are

. -8lso issyed for the purpose of providing funds for veterans '
N _i%ousmg loar;s aﬂ{i fa refund general ebhgat;on brmc%s Al ger}era _

'eblrgatlon bt}ﬂds authorized and sssued by the State are secureﬁ

by apledge of the ful faith, credst and: taxmg paw'er of the State of
'Wnsconsm and are custamaniy re;}atd ovef a pertod of twenty te Ul
-ihsrty years : : : s :

Ari‘ecie Viii_ of the Wisconsin Constitmiuﬁ and Wis, Stat, Sec,

18.05 set limits on the amount of debt that the State can confract
in total and in any calendar year. In total, debt outstanding cannot
ex:;eed five percent of the value of all taxable Pproperty in the
State, Aﬂmal debt issued cannol exceed the Iesser of three-'
quarters of one percent or five percent of th_e_ val_u_a _of all ta_xab%e
properiy in the State less net indebtedness atda?xuary 1.

At June 30, 2003, $2,610.7 milion of general cbiligation bonds
were authorized but unissued.



‘State of Wisconsin

Notes to The Financial Stﬁ-t_éments

General obligation bonds issited and cutstanding as of June 30, 2003 were as follows (in thousands):

Fiscal L i
Year : Maturity Amoint 'Aﬁ:_m_mt_ }
Issued . Series Dates . . Interest Rates Through Issued ‘Ouistanding
1990 1990 Seres D . 5190 691070 5110 $ 65859 § 23,844
1991 1691 SenesBandi 5/91,6/91 . 52510 9.6 1721 202,136 79,294
RE-R Series Band a_ef_gnding lssue slg% 382 | 600685 122 478,935 192,865
1993 - 19922 102 . ; o R
9931, 2 and Aaind H; 1993 AC 1193 393 593198 451060 ' 8115 552,890 289,540
1994 1883 Refunding fssues 8/93; 12/93; 12793,
3,4, 5, 8; 1894 Refunding 10/93; 3/94;
Issue 2; and 1994 Sarles'A R
“andB; 1984°AC 1 1/94; 8/94; 1/94 4410718 5/24 838,215 355,834
1995 1994 Series 3 and C; 9/94;9/04 - : SIS
1995 Series A& B, and 1 1/95; 2/95; 2105 . 5410 7.0 525 - 336715 AT418
1996 1995 Sedss2and ¢ 10/95; 9195; ‘
7 1996 Series 1, B; 1995 AC 2106 1/96; 5/96; 8/95
and Nots 9958 and 7/05 4.7 10 7.64 11126 453,537 "238,959
1997 1996°Cand I; ‘9/96; 10196; o
CT a7 1 and A 1996 AC 1997 AC o “BIGT; BT BI96 BI97 5010 7.81 5/28 200,230 62,874
1998 1997 B, C'and D; K TIBT; 9197, 10/57; 2/08 4510 7.8% 11728 421,765 804,787
B 19984, aanecwgmcz IR
_ and 1998 AC 0/07; 3/08; 5/08; 5/98 T
1999 1998 Beries 1,2, D; EandF: 8/98: 0/98: 5/98; 10/68 - 4.0107.25 11730 590,675 488,885
T 1989'Series 1, Aand B 10/98; 2/99; 5/99; 5/99
2000 1999-Cand D; 2000 A; 1999 AC 10/99; 11198; 3/00; " 501080 14/30 “320,000 197:680
SR R 129 G
2001 - 2000 Series B, C,D;E;and TI007100; zuoemoa“ " 4516805 14731 556,710 © 443,100
2001 Series A, B, G and D, 2101; 4/01; 6/01; 6101,
2000 AC; 2001 AC © 100,201
2002 2001 Series 1, E, F.and F1; and 10/01; 10/07; 10/0%; 351069 5/33 824,545 817,720
' 2002 sEnem AB. G, and o 10/01; 302 3102,
2001 BC : 3/02;'6102; 6/02; 12/01
2003 2002 Series E, F, G and H: 9102, 9/02; 10/02; 12002 2.45106.00 5733 415,190 415,180
© 2003 'Series 1,2, and A 4/03; 4/03; 5/03 '
Total _ 6,257,402 3,952,387
Pramiumsg/Discournits - 80,164
Deferred Amount on Refunding - {8,224
Total General Obligation Bonds and Notes $ 5,257,402

$ 4004327
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& Stare of Wisconsin:

o :As of .jime 30, 2003, genera§ obligation bond debt service requirements for principal and interest for governmental actw;nes and bussmess -
.'typa actav;ﬂes are as follows (in thousands): :

Fiscal Year Governmenta# Activities Business-?ype Activities
" Ended June 30 " Principal. interest Principal ' Interest
2004 $ 217688 161,541 $ 42524 $ 51,812
2008 211,725 149,300 44,513 49,064
. i2008 210,554 136,864 45,187 46,916
2007 208,195 125,475 41,221 44,538
008 206,606 114,022 33,002 42,806
LI9000-2013 932,462 412,749 188,239 184,578
20142018 685,782 198,561 196,759 130,260
L2019-2023 366,508 44,616 155,457 79,212
| 2024-2028 - - 113,810 36,609
©2029-2033 - - 51,975 6989
Total 3,039,610 1,343,128 912,777 672,384
. Premiums/Discounts 54,365 - 5,799 ' -
D_éferred/-\moun_t S S a
. -on Refunding : {3,100 - {5,124) -
CTotal - § 3,090,875 5 1,343,128 913,452 § 672,384

- :Zero Coupon Bonds
: .'The generat obhgatzon boads of 1990 Series D (Hngher Education
-'Series), are zero coupon bonds recorded in the amount of $23.8

- milion whictris the accreted value at June 30, 2003, ‘i'he bonds
s m&ture on May 1 t?amugh ihe year 2010.

'-The.generai c}bligaﬂeﬂ bonds of 1991, Series B, are zero coupon

jb{_}_nds recorded in the amount of $44.4 million. The bonds mature
_onMay 1 through the vear 2011,
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B. Revenue Bonds

Prlmary Govemment

Chapter _18, W;swnmn Statutes, authorizes the Stale to issue
revenue obligations secured by a pledge of revenues or property
' denved fram ihe operation of a program funcied by the issuance of
“these obligations. The resulting bcmd obhgatsons are not general
obhgatsons of the State_

?ranspcrtatmn Revenue Bonds

Traﬂspor:atian Revenue Eoﬂds are ;ssued fo finance pari of the
costs, of certain transpcsﬂaiton fac:ilties and major highway
-prOJBCtS Chaptef 18, Subchapter 1l of the Wisconsin Statutes as
amendeéd, Wis. Stat. Sec. 84.53 and a general bond resolution
and senes {GSOIUEGnS authorize the | issuance of these bonds.

The Department of Transportauor; is authonzed to issue a tolal of

$2 095.6 million of revenue bonds. Presentiy, there ‘are ‘gleven

issues of Transportatnan Reveme Bonds fotaling $1 113.1 million.

Debl service payments -are “secured by driver and wvehicle

registration fees and also a reserve fund, which will be used in tha
"~ event thai 8 def cnency existsin the redemptlon fund. =

Thé Trénépohétiaﬂ Ré\}ehué Bonds issued and outstanding as of
June 30, 2003 were as follows (in thousands):
fssue Inferest ~ Maturity

lssus ©  Date - Rates Through lssued

Presently, there are two issues of PIF Bonds outstanding totaling

-~ $188.1 mitlion. -Debt service payments are secured by petreieum

inspection fees.

The PIF revenue bonds issued and outstanding as of éune 30,

2003 were as foitows (m thousands}

Outstanding

Issue Interest  Maturity
Issue Date Rates  Through lIssued Outstanding
2001A 1210 50 708 $ 30000 § - 30,000
2000A 300 5251060 7Mz 170250  157.060
' 200,250 187,060
Unamortized Premium B 4,059
Totaf $ 200,250 § 188719

‘Clean Water Revenue Bonds

The Emﬂmnmenta Improvement Fund {(the Fund) pmwdas ioans
and grants to local municipalities to finance wastewater: treatment
pianning and construction. The Fund is authorized toy isstie up to

* $1,616.0 million in Revenue Bonds. At June 30, 2003, there were

eleven -issues  of Revenue Bonds outstanding totaling $623.4
million. These bonds are secured by payments on prcgram loans
and eamings of investments. :

) :Bands issued and outstanding for the Fund as of June 30 2003
were as feilews {in tho&sanés)

20024 10002 . 30150 725 § 200000 5 200000
20022 © 42 3065 7227 6893 - 68,930
20021 4f02 4516575 7MY 241,885 241865
200tA 1101 30150 722 140000 140,000
20004 900 531055 721 93100 93,700
1998AGB  BR10/88  40to55 70 220545 212228
1956A 596 5060 T8 54630 31,115
19954 9/95 4810825  TIO7 49495 24005
19948  7/94 531075 705 41,845 13,735
19938 9/93 441650 72 116450 68,055
1235860 1,113,120
Unamartized Premium 24,347
Total $ 1,235,860 $ 1,137,467

Petroleum Inspection Fee Revenue Bonds

Petroleum Inspection Fee (PIF) Revenue Bonds are Issued to
finance claims made under the Petroleum Environmentat Cleanup
- Furwd Award {PECFA)} Program for reimbursement of cleanup
costs to scil and groundwater contamination. The program
reimburses owners for 75 percent fo 89 percent of cleanup cosls
associated with soil and groundwater contamination,

} !ssne Enterest Maturity R
issue Date Rates Through issued . .'Outstanding
2002-2 802 3058 6/26 § B5EI5 $ 84 580
200241 501 4.010 5.25 8/23 100,000 97,250
2001-1 4/01 4510 5.0 8/21 78,600 - 65,300
18961 8/99 5.0t0 5,75 6/20 83,600 53,570
1998.2 8/99 400558 6/17 104,360 80,400
1998-1 198 40t 80 6/18 94,000 68,335
1997-1 2197 45060 617 80,600 14,205
19851 1195 4010625 6115 80,000 8,475
1993-2 9/93 27510 6.28 8/08 81,950 5,440
19831 9/93 3853 6113 84,345 4,480
19811 4/91 54169 Ak 225,000 57,445

1,081,230 620,480

Unamortized Premium 15,332
Less: Unamortized discount

and charge {12,384}

Total, net of discount, charge and

premium $ 1,081,230 § 6234148




Siate of Wisconsin- = - Do Notes to The Financial Statements

Asof June 30, 2003, revenue bond debt service requirements for principal and interest for governmental activities and business-lype activities
- are as follows {in thousands}: : P : : R : s

Governmental Activities : S Business-Type Aclivities -

e Transportation . Petroleum Inspection Fee . ) .. -Clean Water .
- Fiscal Year . Revenus Bonds .. “Revenue Bonds _ . Revenua Bonds
: Ended June 30 Principal interest. Principal Interest Principal Interest

2004 § 45870 $ 45856 $ 12070 § 10,139 $ 37545 $ 32,986

2005 57,885 /52,647 12,735 9,425 39,340 .. 31,163
2008 60,760 49,859 13,495 8,638 . 417255 29,182
12007 e 63,345 46,978 14,305 7,830 43455 | 26978 .
- 2008. 66,045 43,917 30115 8,817 45,765 24,572
. 2009-2013 292,525 173,637 104,340 13,698 210,556 83,542 .
20142018 : 280,670 97.214 - - 132,845 35,656
- 20792023 . 220,735 31,028 RN - 60,720 7,874
. 2024-2028 15,285 . 363 R - S e -

Total 1113420 © 541509 187,060 56,347 620,480 271,903

‘Uramortized Premium  © . . 24,347 e - 1,059 - 15,332
* Unamortized : Lo e _ _
a Discount/Charge - ) e L e o B e {12,394} e
Total, net $ 1,137.467 $ 541509 $ 1887119 % 56347 0§ 623418 $ 271,903

&g
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State of Wisconsin ' Notes to The Financial Statements
Component Un;ts Series! Maturity o
: L ) issue Date Rates Through = Outstanding
W‘sconsin Haustng and Economic ﬁeveiopment Authurity Home Ownership Revenue Bonds: S
1987 B&C 8/87 7.375 2015 555
Bonds and notes payable at June 30, 2003 of the Wismnsin 1804 AZB 494 57645 2017 18,860
Hous:ng ‘and ‘Economic Development - Authonty {Authanty) 1805 AAB - 198 541071 2025 13,385
conststed of the: f{}ilﬁwmg {m thousands) ' ' 1995 C:D&E 595 54510745 2026 29 100
1895 F,G&H 9785 5258t07.2 2017 11,785
R : _ ' 1998 ARB 346 5210645 2027 28,720
Reventie bonds an notes - $ 1,696,226 1996 C&D 7196 4510645 2027 25555
Special abligation and subordinated : 1996 E&F 1196 501061 2026 20,330
“Special obligation : 379,895 1997 A,B&C 497 B1te7.41 2098 28975
Total S ; 2075921 1997 D&E 817 4851060 2028 42,500
Less: Deferred amount on refunding (8,246) 1097 G H8l 1187 47510575 2028 33,860
Total, net : $ 2069675 1098°A BSC 4/98 AT5t056 2028 67,355
: - 1998 DE 6/98 44510604 2028 67,545
1899 C 4D .49 4010729 2029 " /52,828
el e 1999 ASB 899 . 53155 2021 52,420
Authority's Revenue Bonds and Noles. 1999 F&G 7199 431707 2030 44,825
2000 ABSC 3/60 51t 857 2030 25,955
The Authontys reyenue bonds arzd notes are colia!eraltzed i}y the 2600 DEE 9/00 51507.91 2031 31070
revenues aﬁé assets of the Authonty sub;ect to'the prov;saons of 2000F 700 Varigble 2045 11,845
resalutions “and note agreements  which ptedge ' particular 2000 & o 11/00 7572t 2031 15,710
reve.r:ues or assets fo .S?B(::if c bonds or f\otes. The bonds are 2000 H 11/00 Vatiable 2024 18,500
subject fo mandatory '.?;nksng .iund reqtzlremems and may‘ be 2004 AB.C 3,05 10 6.4
redeeme{i at the Authority's option at various dates and at prices 4D 5101 & Variable 2032 62,445
ranging from 100 percent to 103 ;}er{:ﬂnt of par value. Any 2002 ARC 2102 2510565 2082 76,610
particular series contains both term bonds and serial bonds which 29'02 5 2102 588 2032 18,515
mature at various dates. 2002 C 2/02 369 2016 14,945
2002 D 2102 291 2022 - 9,965
The Authontys revenue “bonds and notes outstaz_wdang at Jame 30 2602 £ G&H 203 2210526 2022 128,445
: 2003 consisted of the following (in thousands): 20021 10702 Variable 2032 : 85,900
Series/ Matarity 2002 F 7i02 Varigble 2032 22,980
Issue Date Rates Through Qutstanding 2002 J 10/62 Variable 2032 9,580
Housing Revenue Bonds: 2003 A 4/03 1.3t04.95 2033 110,000
1692 A 1/92 8410685 2012 § 9,870 1,181,380
1993 ARB 10/83 4013565 2023 52,870 Business Deveiopment Bonds:
1993 C 12103 51105875 2019 104,430 1989 3828 Various 44082 204 2,045
1995 ASS 7165 545065 2026 40,720 1891 4,6 Varicus 37555 2008 1,925
1998 AB&C 2/98 4410688 2032 36,140 1994 1.4 Varicus Variable 204 2,305
1999 ARE 16/99 45510618 2031 39,055 19851246 Various Variable 2015 10.875
2000 ARB 9/60 Varlable 2032 10,585 17,150
2002 A, B&C 5102 32i0586 2033 110,135
2002 D, E&G 5/02 Variable 2034 15,850 Notes Payable  Various Variable 2021 85808
2002 F 502 Varable 2033 10,430
2002 H 507 468 2033 28,520 Authorify’s Total Revenue Bonds and Notes M
20021 5102 Variable 2033 7.005
461,910



State of Wisconsin - -~
- Authority's Special Obfigaﬁo;ﬁ_aonds _
fha 'Aumori{gfs Special Obligation Bonds are special limited
: i abi 1gataons of the Author;ty and are collateralized by the revenues
' a and assets of gach bond reso utazon SR

'Spe{:ral obhgaimn bnnds ai: Juge 30 2{3{33 consrst of the foianmg
= (m thousands)

: _S_eriesl

3 ’ o - Maturity
. 'tssue Date Ratas Through Quistanding
. .Hame Ownershlp Revenue Beﬁds . . o o .
5 _:1393A s/s2 . 561065 225  § 37156
©/1994 G&D B/94 562510063 2014 12,955
1998 F&G 1098 411067 2020 62,250
N 112,360
: ".__S:i'r'iig}ie Family Drawdown Revenue Bonds: = R _
20011 11001 . Varable | 2004 206,000
+2003-1 4/03 - Variable. . 2008 51,335
i : 267,335
~“Total Special Obligation Bonds ~~ " © 0§ 379895

‘Under a Business Development Prograr and & Beginning Farmer
'ngram revenue honds are issued. wmch do not constitute
_:::ndebtedness of tha Authonty within the meanmg of any provision
Cor limitation- .of - the Constututnon or Statutes of ihe State of
: .-Wlst‘.onsm They do not constltute or gsve rise fo a pecumary
Enaiﬁlety of ihe Aﬁthﬂniy or'a charge agamst its: geneml ‘credit.
They are payable solely out of the revenues denv&d pursuar:t to
3 ;-fhe ioan. agreement or in the event of ctefauft of the loan
. agreement, out of any revenues derived from the sale, reieasing
.or other disposition of the mortgaged property.  Therefore, the
“bonds are not reflected: in the financial statements. As of June
30, 2003, the Authority had issued 142 series of such bonds in an
:-aggregate principal amount of $82 6 millien for economic projects
i Wisconsin,

a1

Notes to The Financial Statements

The Authority has entered into varous interest rate: swap '
agreements. The agreements provide the Authority with synthetic
ﬁxed mterest Tates on a portion of its debt. During the termof the
swap agr&emenis, the Authority expests 1o effactively pay a ﬁxed
Tate o the debt. in return, the coanterpafty payYsS interest based -
on a confractually agreed upon variable rate. The Authority will
be exposed. to variable rates.on _the-gﬁ_uzt_stanﬁing bonds :if the
counterparty to the swap defaults, the swap is terminated or the
effactive interast rate, detarmined by the Remarketing Agent used’
for Bond Holder payments, mcreases over the variable rate zndax

- used for aalculaiing the arzterest rez;mved from the eounterparty

All interest rate swap agreements at.June 30, 2003 are classified
as effective. - The Authorily does not infend to terminate these
agresments prior to their maturity.




State of Wisconsin. Notes to The Financial -Stﬁtgmmts

The foliﬁwing table outlines information related to agreements in place as of June 30, 2003 ({in théusands): :

Swap -

. Notional - : ... Swap Percent - ... Variable - Termination
?mgram and _'Véi_u_é:_at . _Ef!ég;:tiye Termination “ Credit Fixed Rate Rate/index Market Vaiue
' Eom! tssue - 6/30/03 Date  Date Rating Paid Received at 6/30/03
i'iousi'hg'Revén;:e Bonds ' ' o -
2002 Series M § 26,520  5/29/2002  1111/2033 © AAA 4.68 70% of one month London _
S [ : . RS L Interhank Offered Rate (LIBOR) (3428
“ 4987 Hame Ownership Revenue Bonds x o
2002 Series B 19,5157 262002 - IAR020 T AMA ‘588 Onemonth LIBOR + 35 basis ;Jomts 2,071)
o002 Seres C. 14,945 20602002 920127 AMA 369 67 percent of ane month LIBOR 1,340
2002 Series D - T9965 - pME2002 T 9712006 AAA 291 70 percent of one month LIBOR (262
2002 Series | B250 . HOMT/2002 - 3H2008 - AA+ 2.33 70 percent of one month LIBOR (248)
2002 Series | 35020 A0M7TI2002 GI2082 AA+ :4.07 70 percent of ane month LIBOR (2,714)
zocz_smess - 'g,gaa 10172002 82008 AA+ 313 One month LIBOR + 40 basis points (214
1988 Home OWHEfShiQ Revenue Bonds - _ R = R
2002 Seres £ 22370 7/11/2002 3172011 . AAA . 324 70 percent of one month LIBOR (1,168)
2002 Se_nes E LA 500 /1112062 9!3!2032 ©AAN o ABY 76 percent of one month LIBOR {2,642)
2002 Series F - 22,800 7/41/2002 9/4/2014 AAA 520 Three months LIBOR + 40 basis {1,748)
2003 Safies A 25000  4/3/2003 9112014 AAA . o298 65 percent one menth LIBOR L
o o . . . S . +25basis points . (832)
2003 Series A 31,375 4/3/2003 9/1/2030 AAA 4.28 65 percent one month LIBOR
+ 25 basis points (1,287)
2003 Series A 17,920 4/3/2002 /12033 AAA 447 -85 percent one month LIBOR SRR
- : e T 25 pasis points’ T '-”35?
% m’ 411)

a2
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Notes to The Financial Statements =

: 'Tﬁ,é é:em_merc%a! paper obligations are issued for terms of one to
©:270 days.. These obligations bear interest at various rates, which
: ranged from 95%-1.30% and 1,50%-1.65% at June 30, 2003 and
June 30, 2002 res;aeciweiy The obligations 1 are backed by a line
'_fcof credit agreemem which is renewabie annually and bears
"“interest at variable rates, hased on -an index -defined -in the
-agreemant The line of credit agreemerzts used for temporary
mottgage financing, ore of which 'is. renewa?}ie amwaily bear
g interest based on the 30 day LIBOR rate. The three agreemems
" bear mterest at the rates of 1.800%, 2.210% and 1 £25% at June
'_3{3 2003.

_ Hniversity of Wisconsin Hnspitals and Glmic:s Aathsr;ty

n Apri't 1987, the Univerﬁity of Wisconsin Hospitals and Clinics

'ccmmencmg in April 2010 through Aan 2026. Enterest 13 payable
._--.monthly The effectwe annual’ estfmated interest’ rate was 1.3
; percent in 2003. :

: ;in March 2{}{}{} the Hosptta! xssueti 5565 million of Hospitai
L Reveaue Bonds Serles 2000, The bc)nd pmceeds arg dezstgnated
o ﬁnance qualified (;apitai projects. Prtnc;pa paymeﬂts are due
aﬂnuaily commemzmg in April 2007 through Aprii 2029. - Interest
___rates range -from 535 percent fo 520 percerzt and mterest is
'payable sem;amuaiy on Aprit 1 and Octeber 1 each year
: begmmng October 1, 205}{3 :

'-by a security interest in substantially alt of the Hospital’ s_ra_v_enue
: The borrowing agreements contain various covenants and
“Testrictions ingluding compliance with the terms and conditions of
“ihe lease agm&ment “{Note - 1-B) -and provisions- Eumstmg the
'-amount of additional indebtedness which rmay be incurred. ‘The
: borrowmg agreements also rsquire ‘the establishment and
-~ maintenance of certain funds under the control of s tmstee

n September 2000, the Hospital entered into an interest rate
swap in order to effectively change a porfion of the Series 2000
:B_c_zmis fixexct raite interest cash flows to variable rate interest cash
flows. The notional amount of this swap agreement was $46.5
million. The terms of the swap agreement are for the Hospitel to
_pay fo the counterparty @ variable rate and to receive a fixed
interest payment from the counterparty, The fair vaiue of 32.9
miflion at June 30, 2002 is not reflected in the financial
staternents. The swap agreement was terminated in September
‘2002, The cancellation resuited in a gain fo the Hospital of $4.0
million reflecting additional market value appreciation.

Atzthoniy {the Hnsptia) tssued $50.0 million of Variable Rate

._;i:iemand Hospital Revenue Bonds, Series 1997, . The. bonci '
ceeds are dasngfzated m ﬁﬂance qualafeci capttal prajects o
-.-Pnnc;paf payments on the Series 1997 Bonds are due’ annua!%y B

.:The Sertes 1997 Bonds and Senes 2000 BQE‘IdS ars Gotlaierailzed :

in October 2002, the Haospital issued ‘$68.5 million. of Hospital |
Revenue Bonds, Series 2002 {Series 2002 Bonds) consisting of .
$55.6'million Series 2002A Short-term-Adjustable Securities and
$12/9 million Series 2002B Fixed Interest Rate Bonds. The bond
pmcaads are- designated 1o . financs qualified capital pro;ects
Pnnclpai paymeni‘s on.the Senes 2002A Bonds range from 5509
thousand to- $3.9 million due aﬂnualiy commencing in A;ml 2013
through. 2032. The interest rates and the interest payment dates'
for the Series ZDE}ZA Beﬂds vary dependsng on if the bonds are’in
auction mode -daily mode waekly ‘mode, or in- flexible ‘mode

:begmmng Nowembar 28, 2002. ‘Principat payments on the: Series

20028 Bonds. range fmm $1.4 mitlion to $1.9-million due annual!y
commencing in April-2006 through Apral 2013. Interest rates for
the: Se_ra_es 20028 Bonds range from 5.25 percent fo 5.50 percani
and interest is'payable semiannually on April 1 and October 1 of .
sach’ year baginning April 1, 2003. The sffective annual ;nterest .
rate of the Seﬂes 2002 A Bonds was 1.1 9 percent in 2003 The' _
offective’ annuai trzteresi raie o§ the Seﬂes 20028 Bonds was 5.45

_;:ercent m 2003

In Octéber 2002 the Hospiiai entered into an interest rale sw'ép'in :
order to convert a pmﬁ;on of the' Series 2002A Short-ferm
Ad;ustable Rate Seaurities to fixed rates The notional amaunt of
this swap ‘agreement was $21.4 millfon at June 30, 2003, whlch '
matures o April 1, 2022, The terms of the swap agreement ars
for the Hospltal to pay the counterparty a fixed rate of 385
pemem per annum, - payabie semiannuali ¥, and the Hospttai 10 -
recetve a ﬂeatmg rate of 70 pen‘:ent of one-month LiBOR per
annuz’n, payais!e monthfy As of June 30, 2003, the interest rate
recewed by the Hospltai was 0.92 perceni The Hospzta wﬁi be_

: expesed o var;abte rates it the wunterparty to the swap: defauits :
“or if the swap is termmateé “The SwWap exposes the He:asplta o

basis rigk should the relationship between LIBOR and auctmn raie
converge, changing the synthetic rate on the bonds. The Hospltal
does not intend fo terminate this agreement. As of Juna 30,
2003, .t_?)&:i;_lpspiiai was -_not'_expmsed o credit risk becausi the

-swap had a negative fair vaiue. However, shouid interest rates

change and the fair value of the swap becomes positive, the
Hospital would be exposed to credit risk in the amount of the
swap's fair value.

The Hospital is imited to total borrowings, exclusive of amounis
payable 1o the primary government, to $175.0C million, with limited
excephons,

The revenue bonds of the Hospital do not constitute debt of the
State nor is the State liable on those bonds.
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Badger Tobacco Asset Securitization Corporation

In May 2002, the -Badger - Tobacco' Asset Securifization
Corporation issued $7.6 bil ioﬁ of bonds for the purpose of making
a one-time purchase of Tobacco Settlement Revanue {TSRs)
from ‘the State. - lnterssz o’ the hends is: due June 1 and
December 1, commencing December 1, 2002. Sea Note 1-B for
aédmonal dascussson : :

Ag of June 30, 2003 debt serifice requirements for principal and
interest for: component ‘units ‘at- May: 31 or June 349, 2{393 are-as

-folfows (zn thaﬁsanés)
Component Unils
_ _ Wisconsin Housing and Economic ~ University of Wisconsin Hospitals Badger Tobacco Asset
Fiéc_:a! Year De\felopment Authorrty Bonds : and’.Ciir:’ics:'-Authofity Bonds' Securitization Corporation
" Ended | Prmc;pat S interest ' Pringipal’ “Interest Principal ~ Interest
2004 . 8 78826 S 64,788 $§ - 5 9614 $ - § 148634
2005 Sl aerEes 79,045 - 5,185 - 97843
2006 - 131780 75,321 1,385 5,186 12,210 197,308
2007 .. . .. ... 65880 71846 2,035 5,114 12315 96,603
2008 68,045 68,458 2,480 5,007 12,485 " 95,966
2009-2013 _ 363,265 294,113 18,530 22,674 166,665 456,608
20142018 354515 208371 33,135 18,514 209,260 403,156
20192023 . 278280 132914 42235 14,352 258810 333536
2024-2028 . 203890 68,060 52,010 g2 404,880 233486
2029-2033 o amsis 23542 23180 921 514470 77471
2034 . T BB 4421 RN Sl
Total - S 20758200 1,107,680 . UA7BO00 . . 95838 1,591,005 2,040,201
{jnamorﬁzed . . . o . . . . :
Premium/Discount - - 628 - (23,869} L
Qéfgr;ed Amount B _ _ -
on Refunding _ ' (6,245) -~ - - . o
Total . $2,069675 S 1,107,880 § 175628 $§ 95838 $1,567,226  $ 2.040,201
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: .Z':State of Wisconsin

C Refundmgs and Early Eximgmshments
Refunding mes:ons of GASB Statement No. 23

: The Siate em{:lamented the provisions of GASB Statement No. 23.
:-'-Accqunfmg and Financial Reporing for - Refunding -of. Debt
'.Reported by Proprietary Activities beginning with Fiscal Year
_1996 “This Statement requires proprietary activities 1o adopt
“'uertain - accounting and . reporting: changes for ‘both. curren%
: frefundmg and gdvance refunding resuiting in defeasance of debt.
L GASE Statement No 23 permits, but does not require, refroactive
o apphcatwn of its prs:»v;smns The State has chosen . m:)t to apply

-the * provisions retroactweiy to prevxcmsty issued financial
cstatements. : :

_Ir3 Fe_br_uary 19886, the State parficipated In a refunding {1998

-:Séries 1) of general obligation debt that el within the-provisions of
- GASB Statement No.:23. The State is amortizing these deferred

. _'a;'nnums over ‘a-period of appmxzmately 19 years, usmg the
. strasghtwlme meﬂwod

Cument Year Refundmgs!ﬁeneraf Ohlugataon Bonds

e li} Apnl 2003, ’the State . lssueé &0 m;ﬁuon of generat cbingaﬂcn
n refuadmg bords (2003 Series 1), the proceeds of which were used
- o refund the outstanding 1992 Series B bonds. As a result of the
i ééfunding, the:-bonds are-considered defeased and the assogiated
liability removed ‘from the. fi nanctal staternents.” - The . refunding
-:resufted in a decrease intotal. debt service payments. by $24
million and an econcmlc gam of $ 3 mnl ion, :

n Apni 2093 the State 4ssued $33 ? mzl ion of generai obilgazton
: refundsng bonds (2603 Series 2), the proceeds of which were used
- 1o ‘replacement refund principal due on gertain general -obligation
~.-bonds previously issued to fund veterans housing loans. The
: "_r'efursding resulted in an increase in fotal debt service payments by
- ${8.7} million with an economic gain of $4.0 million,

" Prior _Yeaf_Refugdingstenerai Obligation Bonds

Government Accounfing Standards Board Statement No. 7
Advance Refundings Resulting in Defeasance of Debt, provides
that refunded debt and assets placed in escrow for the payment of
“related debt service be excluded from the financial statements. At
June 30, 2003, approximately $504.2 million of general obligation
bond principal have been defeased.

Prior Year Refundings/Revenue Bonds
- For financlal reporting purposes, the following primary government

revenue bonds have been defeased, and therefore, removed as a
Hiapility from the balance sheet:

*  Environmental Improvement Fund revenue bonds - At June
30, 2003, revenue bonds cutstanding of $86.1 million have
been defeased.

«  Transporiation revenue bonds ~ At June 30, 2003, revenue
bonds outstanding of $233.3 million:have been defeased.

in-addition, ‘the Wisconsin Housing and Economic Development
Authority (the Authority), a proprietary component unit, defeased
Insured Morigage Revenue Bonds payable aggregating $48.4
million and sold the related Insured-Mortgage Loan porticiig on
March 1, 1980, As of June 30, 2003, the remaining autstand;ng

- tefeased debt was $32.1 million...

Early Extinguishments

Component Units

Wisconsin Housing and Economic Development Authority

During 2003, the Wisconsin Housing and Econormic Development
Authority (the Authority) redeemed early various outstanding
barsds accordmg to the redemptuon provisions  in the i}eﬁd
resalutzons These redemg}ncms resulted in extraordinary losses

due to the wniewoff of remaining urzamomzed de?erred “debt

fmancmg costs and, in certain instances, the payment of an early
reéemptta_:)n premium. A summary of these early redem;n_imns
follows (in thousands): o

Redemptions

Bond Issue 2003
Heme Ownershlp Revenue
Bond Resolutions:
1987 $ 152830
1988 277,300
All Other 223,230
Housing Revenue Bonds 106,425
General funds 175
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Notes to The Financial Statements

:I) Short*Term i'-'mancmg

The State of Wisconsin Buﬂdmg Comrmsswn, an agency of the
State, is empowered by law to consider, authorize, issue, and sell
debt - obligations ‘of the State. To ‘date, the Commiséion has
authorized the issuance of notes in anticipation of revenue or bond
financing. When this short-term debt doés. not meet long-term
: -iﬁnahcing criteria, it Es-classiﬁed amcmg fund fiabilities.

General Obttgat;on Commercial Paper Notes

The State has atzthonzed General Oblsgatsan Cammercsat Paper
Notes for the acquzs;tlen construction devalopment extens;un
snlargemeﬂt or improvement of land, waters, property, hlghway,
buildings, equipment or facilities. As of June 30, 2003, the State
issued $166.7 million of generat obhgataon -commerciat ‘paper
notes. Periodival ly, additional commercial paper | nctes are issued
to pay for maturmg cemmercaal ;aaper notes

'Tbe State mtencis to make annuai May 1 payments en ﬁne
ouistandmg mmmemal paper notes that reflect _principal
amcrtszatnon of the notes.’ The State aiso mtemfs to meke raguiar

' paymeﬂts to the tssumg arzd paymg agem that wﬂl be equai to the

" interest due on maturmg netas At June 30, 20(}3 the amount of
commercial paper notes outsiaﬂdmg was $77.1 mzl%ron wh;nh had
interest Tates ranging from 90 perceﬁt to 1.07 pe;cent and
matunties fangmg from Juiy 1, 2{}63 o Septemi}er 10, 2003.

_ Shon ierm debt actmty for the year ended June 30, 2003 for the

ganerat ohhgatlog cx:mmezrmat paper noias was as “foliows {in

mi lzons)

Balance Balance
July 1, 2002 Additions Reductions June 30, 2003
$ 784 % o~ % 20 %

771

General Obligation Extendibie Municipal Commercial Paper

The State has authorized general obligation extendible municipat
commercial paper for the acquisition, construction, development,
extension, enlargement, of improvement of land, waters, property,
highway, buildings, equipment or facilites. As of June 30, 2003,
the State issued $340.5 milion of general obligation extendible
municipal commercial paper. Periodically, additional extendible
municipal commercial papers are issued to pay for maturing
extendible municipal commercial paper. The State intends i
make aam:a! May 1 payments on the outstanding exiendble

commerciat paper that reflect principal amertization of the paper.

The State also intends to make regular payments to the Issuing
and paying agent that will be equal to the upcoming interest due
an maturing notes. At June 30, 2003, the amount of extendible
municipal commercial paper outstanding was $238.9 mitfion which

96

had interest rates ranging from 0.9 percent 401 '10"pefcent-and
maturities ranging from JuEy 1, 2003, to August 14 2663

Short term debt actlwty for the year ended June 30 2903 for the

-general obligation extendible municipal commercial paper was as

follows (m miliions).

.- Balance

Balance -
July 14,2002 Additions Reductions - -June 30,2003
§ 2859 % oo~ 3 +:239.9

Petroleum Inspection Fee Revenue Extendible - Municipal

Commercial Paper

The Stase nas authoraze-d petroieum ;ns;:zec’aon fee revenue

: axtemflbée municipal commercial paper to pay the costs of: claims

under the - Petrol eum ~Environmental ~Cleanup Fund.-Award
{PECFA) Program. As of June 30, 2003, the State issueé $142.3
million of petroleum inapection fee revenue exiendible mumc&pai
commergial paper. Periodically, additionat extendible mumczpa
commercial paper is issued to pay for maturing paper.. The State
may pemdaca ly deposit -money inio -the  Junior- Sui}or{imate
Principal “Account, which represenis ptincipal payments io be
made on the extendible municipal commerciat paper.’ ?he State

- alscintends to make: regulaf payments o the issuing: and paysng
'agent that will-be equal to the upcoming fnterest due on’ maturfng
- paper.
_pa;aer outstaﬂdmg WaS $142 3 ‘million which ‘had mteresi rates

At June:30, 2003, the amount of extandabie ‘commercial

rapging from 0.9 percent to 1.12 percent and maturatles rangang

- from Ju§y1 2983 o Augustd 2003

Short term debt activity for the year ended June 30,:2003 for the
petroleum inspection -fee rtevenue extendible | municipal
commercial paper was as follows (in milions}: i

Balance o _ _ Balance
July 1, 2002 Additions _ Redugtions June 30, 2003
3 80.C £ 623 % - $ w23




